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INQUIRY INTO THE EXPANSION AND OPERATION BY 
GENERAL SERVICES ADMINISTRATION OF THE GOV- 
ERNMENT NICKEL PLANT AT NICARO, CUBA 


FRIDAY, JANUARY 13, 1956 


House or REPRESENTATIVES, 
Spectra GOVERNMENT ACTIVITIES SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 9:15 a. m. in room 346, 
Old House Office Building, Hon. Jack Brooks (chairman of the sub- 
committee) presiding. 

Present: Representatives Brooks, Reuss, Hardy, Younger and 
Krueger. 

Also present: Vernon McDaniel, staff director; and William E. 
Townsley, subcommittee counsel. 

Mr. Brooxs. Gentlemen, the Special Government Activities Sub- 
committee of the House Committee on Government Operations having 
been duly organized under the rules of the House of Representatives, 
and a quorum being present for the purpose of taking testimony and 
receiving evidence, “it is hereby called to order to examine the opera- 
tion and handling’ of the Government’s nickel plant at Nicaro, Cuba, 
by the General Services Administration. 

I want to say first that this subcommittee is organized and has 
been dedicated to a continuing study of efficiency and economy of the 
operation of some 11 Federal | agencies which have been placed under 
its jurisdiction, and in the past year this subcommittee has been 
responsible for some direct cash savings to the people of the United 
States. 

It is our sincere hope that we can continue to make a worthwhile 
contribution toward giving the people of this country a dollar’s 

value for every dollar they pay in taxes, and I would like to emphasize 
at this point that it is the express and the most sincere desire of every 
member of this subcommittee, whether Democratic or Republican, 
to eliminate from these Federal agencies any inefficiency or any 
fraud or any favoritism that might be brought to light at any time. 

In this hearing concerning the nickel plant at Nicaro, C uba, we 
don’t expect to go into the ‘matter of the building of the original 
plant, or the plant’s reactivation during the Korean emergency, or 
go into a study of the need for the plant or for nickel, itself. 

It is assumed that the Office of Defense Mobilization and other 
congressional committees have thoroughly studied the production 
problems and the critical need of an adequate nickel supply in the 
free world. 
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I feel sure that no one has a more vital interest than the members 
of this subcommittee in keeping our country and its allies strong 
and ready for any emergency. At this point, I would like to place in 
the record the first 10 pages of the Legislative Calendar of the United 
States House of Representatives, 84th Congress, 1st session, Com- 
mittee on Government Operations, dated August 1955, No. 5, and 4 
copy of the rules of this subcommittee. 

(The documents referred to follow :) 


UNITED STATES HOUSE OF REPRESENTATIVES, LEGISLATIVE CAL- 
ENDAR, 84TH CONGRESS, COMMITTEE ON GOVERNMENT OPERA- 
TIONS 


CONTENTS 
Committee and staff. 
Committee’s purpose and authority. 
Rule XI, paragraph 25, of the rules of the House of Representatives. 
Committee rules. 
Subcommittees. 
Jurisdiction of subcommittees. 


COMMITTEE ON GOVERNMENT OPERATIONS * 
ITS PURPOSE AND AUTHORITY 


A standing Committee on Government Operations to consist of 30 members 
shall be selected by the House at the commencement of each Congress.? The 
jurisdiction of this committee is defined in the rule made effective January 2, 1947, 
as moves of the Legislative Reorganization Act of 1946. Section 101 of this act 
reads: 

“The following sections of this title are enacted by the Congress: 

“(a) As an exercise of the rulemaking power of the Senate and the House of 
Representatives, respectively, and as such they shall be considered as part of the 
rules of each House, respectively, or of that House to which they specifically 
apply; and such rules shall supersede other rules only to the extent that they 
are inconsistent therewith ; and 

“(b) With full recognition of the constitutional right of either House to change 
such rules (so far as relating to the procedure in such House) at any time, in 
the same manner and to the same extent as in the case of any other rule of such 
House.” 

“All proposed legislation, messages, petitions, memorials, and other matters 
relating to (a) Budget and accounting measures, other than appropriations; 
(b) Reorganizations in the executive branch of the Government,” shall be re- 
ferred to the Committee on Government Operations. 

“Such committee shall have the duty of— 

“(1) receiving and examining reports of the Comptroller General of the United 
States and of submitting such recommendations to the House as it deems neces- 
sary or desirable in connection with the subject matter of such reports; 

(2) studying the operation of Government activities at all levels with a view 
to determining its economy and efficiency ; 

“(3) evaluating the effects of laws enacted to reorganize the legislative and 
executive branches of the Government ; 

“(4) studying intergovernmental relationships between the United States and 
the States and municipalities, and between the United States and international 
organizations of which the United States is a member.” 

“For the purpose of performing such duties the committee, or any subcom- 
mittee thereof when authorized by the committee is authorized to sit, hold hear- 
ings, and act at such times and places within the United States, whether or not 


1H. Res. 7, 70th Cong., 1st sess., consolidated 11 separate committees. the first estab- 
lished in 1816, to form the Committee on Expenditures in the Executive Departments. 
H. Res. 647, 82d Cong., 2d sess., agreed to July 3, 1952, changed the name of the House 
——- on Expenditures in the Executive Departments to the Committee on Government 
Operations. \ 
Rule X: sec. 121 (a) of the Legislative Reorganization Act of 1946 and H. Res. 98, 
83d Cong., Ist sess., agreed to January 19, 19538. 
8 Legislative Reorganization Act of 1946 (Public Law 601, 79th Cong.). 
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the House is in session, is in recess, or has adjourned, to require by subpena or 
otherwise the attendance of such witnesses and the production of such papers, 
documents, and books, and to take such testimony as it deems necessary. Sub- 
penas may be issued under the signature of the chairman of the committee or 
any subcommittee, or by any member designated by any such chairman, and 
may be served by any person designated by any such chairman or member.” * 

“Every executive department and independent establishment of the Govern- 
ment shall, upon request of the Committee on Expenditures in the Executive 
Departments of the House of Representatives, or of any 7 members thereof, or 
upon request of the Committee on Expenditures in the Executive Departments 
of the Senate, or any 5 members thereof, furnish any information requested of 
it relating to any matter within the jurisdiction of said committee.” ° 

Precedents bearing upon previous activities of the Committee on Expenditures 
in the Executive Departments will be found in 7 Cannon’s Precedents, sections 
2041-2042. 


Rute XI, PARAGRAPH 25, OF THE RULES OF THE HOUSE OF REPRESENTATIVES * 


Paragraph 25 (a) The rules of the House are the rules of its committees so 
far as applicable, except that a motion to recess from day to day is a motion of 
high privilege in committees. Committees may adopt additional rules not in- 
consistent therewith. 

(b) Each committee shall keep a complete record of all committee action. 
Such record shall include a record of the votes on any question on which a record 
vote is demanded. 

(c) All committee hearings, records, data, charts, and files shall be kept 
separate and distinct from the congressional office records of the member serv- 
ing as chairman of the committee; and such records shall be the property of 
the House and all Members of the House shall have access to such records. Each 
committee is authorized to have printed and bound testimony and other data 
presented at hearings held by the committee. 

(d) It shall be the duty of the chairman of each committee to report or cause 
to be reported promptly to the House any measure approved by his committee 
and to take or cause to be taken necessary steps to bring the matter to a vote. 

(e) No measure or recommendation shall be reported from any committee 
unless a majority of the committee were actually present. 

(f) Each committee shall, so far as practicable, require all witnesses ap- 
pearing before it to file in advance written statements of their proposed testi- 
mony, and to limit their oral presentation to brief summaries of their argument. 
The staff of each committee shall prepare digests of such statements for the use 
of committee members. 

(g) All hearings conducted by standing committees or their subcommittees 
shall be open to the public, except executive sessions for marking up bills or for 
voting or where the committee by a majority vote orders an executive session. 

(h) Each committee may fix the number of its members to constitute a quorum 
for taking testimony and receiving evidence, which shall be not less than two. 

(i) The chairman at an investigative hearing shall announce in an opening 
statement the subject of the investigation. 

(j) A copy of the committee rules, if any, and paragraph 25 of rule XI of the 
House of Representatives shall be made available to the witness. 

(k) Witnesses at investigative hearings may be accompanied by their own 
counsel for the purpose of advising them concerning their constitutional rights. 

(lt) The chairman may punish breaches of order and decorum, and of profes- 
sional ethics on the part of counsel, by censure and exclusion from the hearings; 
and the committee may cite the offender to the House for contempt. 

(m) If the committee determines that evidence or testimony at an investiga- 
tive hearing may tend to defame, degrade, or incriminate any person, it shall— 

(1) Receive such evidence or testimony in executive session ; 

(2) Afford such person an opportunity voluntarily to appear as a witness; 
and 

(3) Receive and dispose of requests from such person to subpena additional 
witnesses. 

(n) Except as provided in paragraph (m), the chairman shall receive and 
the committee shall dispose of requests to subpena additional witnesses. 


“Rule XI (8); Legislative Reorganization Act of 1946, sec. 121 (b) (subpena power 
aces February 10, 1949, Congressional Record, 80th Cong., 1st sess., B; 942). 
bd . 105 (a) of title V of the United States Code, adopted May 29, 1928. 











4 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


(0) No evidence or testimony taken in executive session may be released or 
used in public sessions without the consent of the committee. 

(p) In the discretion of the committee, witnesses may submit brief and per- 
tinent sworn statements in writing for inclusion in the record. The committee 
is the sole judge of the pertinency of testimony and evidence adduced at its 
hearing. 

(q) Upon payment of the cost thereof, a witness may obtain a transcript 
copy of his testimony given at a public session or, if given at an executive ses- 
sion, when authorized by the committee. 


RULES OF THE COMMITTEE ON GOVERNMENT OPERATIONS 


EIGHTY-FOURTH CONGRESS 


Rule 1. The regular meetings of the committee shall be held on the third 
Wednesday of each month at 10 a. m., Room 1501 New House Office Building. 

Rule 2. A member may vote by proxy on any matter before the committee. 
Such proxy shall be in writing, dated and signed by the member granting the 
proxy, and identifying the member to whom the proxy is given. 

No proxies shall be used to establish a quorum. 

Rule 3. The chairman shall have authority to establish subcommittees and 
to assign to them such functions as he may deem advisable. The chairman shall 
have the authority to refer bills, resolutions, and other matters to appropriate 
subcommittees for consideration or investigation, and to recall such bills, reso- 
lutions, and other matters from the subcommittees to which they have been 
referred. 

Rule 4. The chairman and the ranking minority member of the committee 
shall be ex-officio members of all subcommittees. 

Rule 5. Any member of the full committee may sit with any subcommittee, 
but may not vote on any matter before the subeommittee, unless he is a mem- 
ber of such subcommittee. 

Rule 6. No person shall be present at an executive session of the committee 
other than the members of the committee, its staff, and such other persons 
whose presence the chairman deems necessary or advisable. 

Rule 7. A roll call of members may be had upon the request of any member. 

Rule 8. All questions put to witnesses before the committee shall be relevant 
to the subject matter before the committee for consideration and the chairman 
shall rule on the relevancy of any questions put to the witness. 

Rule 9. Committee members may question witnesses only when recognized 
by the chairman for that purpose. The chairman, when he deems it advisable, 
may limit the time of such questions to 5 minutes. 

Rule 10. A stenographic record of all testimony shall be kept of public hear- 
ings and shall be made available on such conditions as the chairman may 
prescribe. 

Rule 11. Every committee report shall have the approval of a majority of the 
committee. Those committee members not concurring in the majority report 
may file a minority report or express dissenting views and any member may file 
an additional or supplementary report. 

Rule 12. The staff of the committee shall be subject to the direction of the 
chairman and shall perform such duties as he may assign. 

Rule 13. So far as applicable these rules shall be the rules of subcommittees, 
but each subcommittee may make additional rules not inconsistent herewith. 

Rule 14. The Rules of the House, together with the rules specified herein shall 
govern the procedure of the committee. 

Rule 15. The chairman shall have the authority to hire and discharge em- 
ployees of the professional and clerical staff of the full committee and subcom- 
mittees subject to appropriate approval. 

Rule 16. The number of members to constitute a quorum for taking testimony 
and receiving evidence shall not be less than two. 


RULES OF PROCEDURE OF THE SPECIAL GOVERNMENT ACTIVITIES SUBCOMMITTEE OF 
THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 


1. The meetings of the subcommittee shall be held on the second Tuesday of 
each month at 10 a. m., in room 1501 of the House Office Building, unless other- 
wise ordered by the chairman. 

2. All meetings of the subcommittee shall be public, except on the order of the 
chairman or a majority of the members present. 
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8. A quorum of the subcommittee shall consist of three members: Provided, 
That a quorum for the purpose of taking and receiving evidence shall consist 
of two members. 


List OF SUBCOMMITTEES OF THE COMMITTEE ON GOVERNMENT OPERATIONS 


EXECUTIVE AND LEGISLATIVE REORGANIZATION SUBCOMMITTEE 
Room 1537, extensions 2236 and 2077 


William L. Dawson, Chairman 
John W. McCormack Cecil M. Harden 
Robert E. Jones Clarence J. Brown 
Joe M. Kilgore Charles R, Jonas 
Dante B. Fascell 


MILITARY OPERATIONS SUBCOMMITTEE 
Room 1611, extensions 2071 and 2072 


Chet Holifield, Chairman 
Edward A. Garmatz Clare E. Hoffman 
Joe M. Kilgore R. Walter Riehlman 
Dante B. Fascell Glenard P. Lipscomb 
Martha W. Griffiths 


INTERGOVERN MENTAL RELATIONS SURCOMMITTEE 
Room 224A, extensions 2038 and 2075 
L. H. Fountain, Chairman 
Lester Holtzman B. Carroll Reece 
Robert E. Jones Victor Knox 


Henry S. Reuss Otto Krueger 
Chet Holifield 


PUBLIC WORKS AND RESOURCES SUBCOMMITTEE 
Room 362, extensions 2276 and 2277 


Earl Chudoff, Chairman 
Robert E. Jones. Victor A. Knox 
John E. Moss Charles R. Jonas 
Dante B. Fascell William E, Minshall 
Robert H: Mollohan 


INTERNATIONAL OPERATIONS SUBCOMMITTEE 
Rooms 454 and 362, extensions 2073 and 2074 


Porter Hardy, Jr., Chairman 
John A. Blatnik Charles B. Brownson 
Edward A. Garmatz George Meader 
Henry S. Reuss B. Carroll Reece 
Jack Brooks 


LEGAL AND MONETARY AFFAIRS SUBCOMMITTEE 


Temporary R Building, Fourth Street and Independence Avenue SW., room 1005, 
run-stop 125, extensions 2269 and 2275 
Robert H. Mollohan, Chairman 
John A. Blatnik George Meader 
Joe M. Kilgore J. Arthur Younger 
Martha W. Griffiths Willian E. Minshall 
Earl Chudoff 


SPECIAL GOVERNMENT ACTIVITIES SUBCOMMITTEE 


Library of Congress Annex, study rooms 264, 265, 266, extension 1391, and Sterling 
83-0400 or Government Code 173, extensions 837 and 838 
Jack Brooks, Chairman 
Lester Holtzman R. Walter Riehlman 
John E. Moss J. Arthur Younger 
Henry S. Reuss Otto Krueger 
Porter Hardy, Jr. 
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SPECIAL SUBCOMMITTEE ON DONABLE PROPERTY 
Room F-22, Capitol, extension 1471 
John W. McCormack, Chairman 
John E. Moss Charles R. Jonas 


SPECIAL SUBCOMMITTEE ON GOVERNMENT INFORMATION 


Library of Congress Annex, study rooms 268 and 269, extensions 2254 and 2268 
Room 414, House Office Building 


John E. Moss, Chairman 
Dante B. Fascell Clare E. Hoffman 


SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER 


Room 4840, General Accounting Office, Executive 3-4621 or Government Code 195, 
extension 4226 


Robert E. Jones, Chairman 


Martha W. Griffiths Glenard P, Lspscomb 
Henry S. Reuss 


JURISDICTION OF SUBCOMMITTEES OF THE COMMITTEE ON GOVERNMENT OPERATIONS 
ss * s © + . a 


SPECIAL GOVERNMENT ACTIVITIES 


(a) Civil Service Commission 

(b) General Services Administration 

(c) Subversive Activities Control Board. 
(d) Veterans’ Administration. 

(e) Housing and Home Finance Agency. 

(f) Federal Civil Defense Administration 
(g) Foreign Claims Settlement Commission 
(bh) National Security Training Commission 
(i) Renegotiation Board 

(j) Securities and Exchange Commission 
(k) Selective Service System 


= * * . * 7” 


Mr. Brooks. The chairman has asked the following witnesses to 
appear here: Mr. Randall Cremer, Mr. W. H. Gerstle, Mr. Frank G. 
Breyer, Mr. W. C. Wildener, Mr. Lewis M. Schott, Mr. Louis J. Wolf- 
son, Miss Eleanor Nadler, Mr. Herbert Solow, Mr. I. B. Purdy, Mr. 
J. B. Bonner, Mr. Erwin “Mike” Shafer, Mr. William J. Balmer, Mr. 
Edward F. Moore, Mr. Edmund F. Mansure, Mr. Baron I. Shacklette, 
Mr. Frank W. Luther, Mr. James P. Pinckley, and Mr. George Arnold. 

The subcommittee hopes to explore all related matters dealing with 
the following subjects. Essentially, they are: 

(1) The fees and expenses allowed the Nickel Processing Corp. for 
operation of the plant. 

(2) The circumstances surrounding the selection of National Lead 
by the General Services Administration to be the contractor for the 
$43 million expansion program at Nicaro. 

(3) The circumstances and actions taken by the General Services 
Administration in regard to the formation of a partnership between 
Merritt-Chapman & Scott and the Frederick Snare Corp. to act as 
constructor on the expansion program. 

(4) The selection of Balmer & Moore as insurance brokers for the 
Snare-Merritt joint venture. 

(5) Examination of the procedures and policies with regard to the 
procurement of materials and supplies needed in the operation of the 
plant and needed in the expansion work. 
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(6) The propriety of the corporate officials of the contracting cor- 
porations participating in the salaries paid by the Government for 
the construction work. 

(7) Examination of the fees and expenditures and services rendered 
by various engineering firms. 

(8) Examination of the legal services rendered the Government, 
either directly or indirectly, for the Nicaro project. 

(9) The legal status of the entire project. 

Mr. Reuss. Mr. Chairman ¢ 

Mr. Brooks. Yes, sir, Mr. Reuss? 

Mr. Reuss. In other words, that the scope of this investigation may 
be defined, I think a motion is in order, and I herewith make one: 
That the scope of investigation include the 9 points just listed by 
the chairman in his opening statement. 

Mr. Brooks. I was just wondering, do you want to put it to a vote? 

Mr. Younger. I would object to that, Mr. Chairman, because if you 
are going into the investigation, there may be number of things that 
we would want to go into. I am not so sure that we might want to go 
back into the original construction of this, and we may want to bring 
up a lot of witnesses from Cuba. 

I don’t know yet, because I don’t know anything about it. 

Mr. Reuss. Mr. Younger, it wasn’t my intention to limit the ex- 
pean of these. I just thought we should have agreement that at 
east these nine were the subject matter for investigation. 

Therefore, 1 would be very glad to amend my motion so as to define 
the scope as including these nine, and such additional subjects as 
shall be agreed on for additional investigation. 

Mr. Youncer. During the hearing of the testimony ¢ 

Mr. Reuss. Yes. 

Mr. Youneer. That is all right. 

Mr. Brooks. If there are no objections to the motion as stated by 
Mr. Reuss, we will adopt it. No objections? 

(No response. ) 

Mr. Brooks. It will be so ordered. 

Gentlemen, at this point, I would like to call the first witness, Mr. 
Randall Cremer. 

Mr. Cremer, would you please come forward, sir? 

Mr. Cremer. I would like to present my counsel, Mr. Bonsul. 

Mr. Brooxs. Will you raise your right hand to be sworn, Mr. 
Cremer ? 

Do you swear the testimony you are about to give before this sub- 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 


TESTIMONY OF RANDALL CREMER, EXECUTIVE ViCE PRESIDENT, 
FREDERICK SNARE CORP., AND PROJECT MANAGER, SNARE- 
MERRITT 


Mr. Cremer. I do. 
Mr. Brooxs. Be seated. 
Mr. Cremer, would you give your full name and your capacity with 
the organization with which you are connected, and with this project, 
to the committee, please, sir? 
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Mr. Cremer. Yes, sir. My name is Randall Cremer. I am here © t 
under subpena, and I brought records, three cases of records, which | ( 
are in the rear of the hall, which I am turning over to your com- k 
mittee. i. ( 

I would like to take them back as promptly as possible, because they i 


are things that we need in the ordinary course of business. There 
are payr ‘oll records there, a payroll book, which is the current book. 

I am executive vice president of F rederick Snare Corp., one of the { 
parties to the joint venture, in accordance with which this contract 4 
is being carried out for the extension of the Nicaro plant, and on that 
work I am project manager. I have charge of that project for both 
of the joint ventures. In other words, I am executive head, subject 
to a committee of the two contractors in matters involving major 
policy decisions. 

Mr. Brooks. Thank you. This has been a very involved procedure 
and I wondered if you would give just a brief summary of the Snare 
participation in this Nicaro project up to the point of the $43 million kg 
expansion program, and if you would speak just a little bit louder, it 4 
is a little hard to hear up here. 

Mr. Cremer. Mr. Chairman, Frederick Snare Corp., one of the 
parties to our joint venture, and the company with which I have been 
identified for many years, was selected to build a pier at Nicdro when i 
this project was first started, the original construction of Nicaro i 
in 1942. 

At that time, the country was at war, and nickel was needed in a 
hurry. Freeport Sulphur was selected as a principal to operate the 
plant. They had the design fairly well worked out, although not 
completed. 

Defense Plants Corporation were the principal agent of the Govern- 
ment. We were selected to build the piers because of our familiarity 
with the neighborhood, with Cuba in general, and with Ni¢ato in 
particular, because in 1939 and 1940 we had made surveys there on 
behalf of a syndicate of men who owned the property, owned the 


earner 





concessions that now covered the ore properties and the side of the 
plant. i 
Mr. Brooks. Just continue, Mr. Cremer, please. i 
Mr. Cremer. We were known to the syndicate, and they were still a 
active in this work as advisers. We were called in at their suggestion ‘ 
to design and build a pier which was one of the first things required, | 


because at Nicaro in those days, there was nothing but jungle; abso- 
lutely nothing. 

We designed the pier which was accepted and started w ork on it, 
starting from nothing, a beachhead, with water on it and shanties : 
for the men to live in, and from then on cleared the jungle, erected 

temporary houses for the men and facilities of all kinds for prosecut- 
ing the work. 

‘We made good progress on the pier, and it was well along toward 
completion when there was trouble on some of the rest of the work. 
Another contractor had been brought in to design and build housing 
facilities for the plant, permanent housing facilities, and these same 
people were acting as general engineers on the entire project under 
the supervision of F reeport Sulphur. 

Trouble arose there about which I know little, but I do know the 
connection was severed and Frederick Snare Corp. was asked to con- 
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tinue with the balance of the project, as far as the construction is con- 
cerned. We also had responsibility for quite a little of the design. 

Mr. YounGar. Wouldn’t it be well for him to state the name of the 
company that preceded him? You just referred to them as a com- 
pany. What company was it? 

Mr. Cremer. Ford, Bacon & Davis. 

Mr. Younger. Thank you. 

Mr. Cremer.The work was cone under pressure. As I said, it was 
started from a beachhead, and the facilities were just nonexistent 
there. The water supply was very poor. We had to get electric power. 
Facilities for the men to live. We had to bring in men from various 
parts of Cuba, because this was an unpopulated district at that time. 

There were war conditions involved, and many strange procedures 
had to be followed in order to get materials. The work was handled 
under great hardship by reason of that. Some of the structural steel 
frames of the big buildings, such as the furnace building, we procured 
by bringing down old structures, wrec king them and bri ‘inging them 
down from the various parts of the U nited | States. 

It was not an easy job, but it was carried out in record time and com- 
pleted in about 21 months under those war conditions. The plant was 
then operated for a while and shut down after the war was over in 
1947, 

But in 1951, with the advent of the police action in Korea, it. was 
seen that the plant should be reactivated. We were asked in the latter 
part of 1950 to go down to Nicaro and make a survey of the condi- 
tion of the various units and facilities in conjunction with Freeport 
Sulphur. We worked with them. We did the legwork, brought in all 
the inventory and status and recommendations of our own, which 
reeport passed on to GSA in the form of a report. 

It was a joint report, and shortly after that, it was made known 
that the Government intended to rehabilitate the plant and get it 
started. We were asked to take charge of the construction work there, 
and we did so in all of 1951 and most of 19 52, when the entire plant 
was put in operation. 

Actually, the start of operation was much in advance of that. In 
the early part of 1952, we had completed four furnaces ready to run 
and enough of the other units so that the plant could actually start to 
function, : and at that time we started to operate the plant, and as fast 
as it could be tuned up and was really in operating condition, we 
turned it over to the Nickel Processing Corp. to operate while we con- 
tinued with maintenance of those same units. 

In the meantime, there was no stop in the rehabilitation of the bal- 
ance of the plant, so that additional units were placed in service as 
rapidly as they could be completed. By the end of the year, or before 
that, the entire plant was operating. 

We stayed on there for various reasons. The one new thing that 
was built: was precipitrons to eliminate the dust which had been such 
a nuisance in Nicaro prior to that. The ore is ground very fine and 
dry. It blows around very easily, and there were complaints of prop- 
erty owners all around, particularly the United Fruit Co., due to 
alleged damage done to their cane fields by this dust which colored 
the entire landscape red, 

So the precipitrons were devised to eliminate the dust and conserve 
the ore, because of that ore spread over the country was just wasted. 
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This took several months more, and shortly after, about this same 
time, we were still operating or building a pilot plant for investigation 
and development work on the production of cobalt, which had been 
decided upon, and then we built a sintering plant for transforming the 

owdered nickel oxide into a more usable form in the metallurgical 
industry. 


That takes us up to the end of 1953, about when this new work be- 
came active. 

Mr. Brooks. I wondered, Mr. Cremer, if you would read this letter 
into the record from the National Lead Co. to you which, I think, then 
you might want to comment on. 

Mr. Cremer. It is addressed to me as executive vice president of 
the Frederick Snare Corp. 


May 14, 1954. 

Dear Mr. CREMER: You may recall our inquiry of February 3d, and your reply 
of February 15th relative to the evaluation of certain constructors for the ex- 
pansion of our Nicaro nickel facilities. We are now in a position to narrow the 
field of constructors to three or four, and wish to advise you that the Frederick 
Snare Corp. is under serious consideration. 

During the course of our discussions, we have indicated methods of procedure, 
required organization, manpower requirements and other items related to good 
control of a construction job, and I believe in all cases the Frederick Snare Corp. 
indicated a desire to undertake the work in a manner outlined by us. 

To assist us in the selection of a constructor, we would be interested in your 
reaction to the procedures and conditions outlined below, and we certainly would 
be most interested in any suggestions or alterations which you may wish to 
express at this time. 

The following, I believe, summarizes our several discussions : 

(1) A constructor is to function under an agency-type contract in con- 
junction with the National Lead Co. in the role of client. 

(2) The client will be responsible for the issuance of plans and specifica- 
a to the constructor as required for the successful prosecution of the 
project. 

(3) The constructor must supply sufficient manpower for the purchasing, 
expediting, scheduling and shipment of materials to Cuba. This work must 
be carried out in complete harmony with the engineer, architect and the 
client. 

(4) The engineer-architect and the constructor must function within the 
framework of the procedures set up by the client. Inasmuch as we are 
responsible for the supervision and coordination of design and construction, 
it is essential that we consider and use our best endeavors to schedule the 
activities of the operating department of the existing plant and insure proper 
liaison between the plant operations, the Federal Government representa- 
tives, the engineer-architect, and the constructor. We believe it absolutely 
essential, therefore, to have the full and complete cooperation between the 
constructor and the client. 

(5) It is our opinion that the constructor must assume responsibility 
for supplying adequate qualified personnel. However, we must reserve the 
right of approval of such personnel as are assigned to the project. Further, 
if we are of the opinion that insufficient manpower has been assigned to the 
project, it will be the responsibility of the constructor to take prompt meas- 
ures to correct such deficiency. 

(6) A client must have the right of termination either for nonperformance 
under the contract or for other reasons beyond the control of either party. 

(7) It has been our experience that a most satisfactory cost control is 
obtained if the contractor’s normal cost and accounting procedure is fol- 
lowed. The constructor must be capalde of modifying his established pro- 
cedures at the request of the client if such modifications are deemed necessary. 

(8) It is our intention to subdivide the project into geographic and func- 
tional areas. Fortunately, the Nicaro plant layout is such that the functional 
and geographic breakdowns are similar. We expect to assign a full-time 
project engineer to each area. The constructor must be capable of supplying 
similar qualified personnel skilled in the construction field. It is under- 
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stood that the constructor’s personnel assigned to respective areas would 
report to the constructor’s field superintendent or project manager, but that 
the area personnel would be permitted to work in close harmony with our 
project engineers. This is necessary for the orderly transfer of engineer- 
ing and design data from the architect-engineer to the constructor and also 
to permit close field scheduling as it may affect existing production facilities. 
This procedure will permit close supervision of field activities. 

(9) We are fully aware that this type of project must be carried out using 
Cuban skilled and unskilled workers to the fullest extent, and that crafts 
supervisors and resident engineers should be Cuban wherever possible. We 
expect, however, to have the constructor supply sufficient evidence of avail- 
able alternate manpower for the higher management positions for the project. 
Specifically, the constructor should show evidence of having in his employ 
at least two qualified project managers or construction superintendents ; 
at least four assistant project managers or assistant construction super- 
intendents; two chief mechanical engineers; two chief electrical engineers ; 
and two chief accountants. The expansion of the Nicaro nickel plant will 
extend over a period of 24 months. During that time it may be necessary 
to change personnel for reasons beyond normal control. We desire assur- 
ance that the constructor has adequate experienced personnel available for 
such changes or emergencies. 

(10) During the course of our preliminary discussions relative to fee, you 
indicated that the Frederick Snare Corp. desires a fixed fee of $1 million 
for the scope of work outlined in our questionnaire and subsequent conver- 
sations, it being understood that the final fee would be established after more 
information has been made available, cost estimates prepared and the com- 
plete scope of work fixed. We understand that the final fee is subject to 
negotiation, but in no event will it exceed the aforementioned amount. In 
the event there is substantial change in scope of work, an applicable fee must 
be agreed upon by both parties before such change in scope of work may be 
incorporated in the project. 


Your concurrence or comments relative to the aforementioned summary is 
requested so that we may conclude our study on the selection of a constructor. 
Yours very truly, 
NATIONAL LEAD Co., 
A. B. Benper, Chief Engineer. 

That date was May 14th. I believe I omitted that. 

Mr. Reuss. What was the date? 

Mr. Cremer. May 14, 1954. 

en Are those the essential features of the original propo- 
sition 

Mr. Cremer. Yes. The original negotiation. 

Mr. Brooks. I wondered if you would then go over the highlights 
of your letter from Frederick Snare dated May 17, 1954, signed by 
yourself to Mr. Bender of National Lead, laying out essentially what 
your answer was to them, and put that in the record, please. 

I don’t think it is necessary to run through the list of people. But 
there were 10 or 12 on the next page. I don’t know if you want to list 
them each one. 

Mr. Cremer. This is my letter of May 17, 1954, addressed to Mr. 
Arthur V. Bender, chief engineer of National Lead. 


Dear Mr. Bender, we acknowledge receipt of your letter of May 14, 1954, 
relative to the requirements in connection with the selection of a constructor to 
undertake the expansion of the Nicaro Nickel plant. In accordance with our 
conversation of this morning, it is our understanding that the line of command 
as regards the field organization will follow through client’s representative there 
to constructor’s project manager, then to the field superintendents in the various 
areas, foremen and so forth, and that order issued by client’s project engineers 
involving changes in established design or procedure would first be cleared 
through contractor’s project manager. Otherwise, of course, area personnel 
would work in close cooperation with your project engineers. We have felt from 
the start that the closest cooperation will be essential on this project, not only 
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with your company as prime contractor or client but more important still, as 
operator of the existing plant. This we stand ready to give freely and without 
reservation. 

Regarding the field personnel we are prepared to assign to the work imme- 
diately, we refer you to our letter of May 5, 1954, listing a project manager, an 
assistant project manager experienced in taking full charge of important work, 
and qualified in case of need to substitute for the project manager. A chief 
mechanical engineer, chief electrical engineer, chief accountant, as well as 
mechanical and electrical engineers, foremen, accountants, timekeepers, and so 
forth, all of them Spanish speaking men who have been brought up and trained 
with the company, most of them with prior experience on the Nicaro plant. 

If necessary, in case of injury or illness, the top men could be repiaced by 
other Spanish speaking employees, such as Americans and Cubans, supple- 
mented by picked men selected from our organizations in other Latin countries 
such as Puerto Rico, Columbia, Peru, Chile, et cetera. 

The list below shows some of the personnel presently employed on other 
projects which could be made available if required. 

A list of about 20 men from project managers down to chief ac- 
countants. 

In addition to the above we have in Cuba a vast reservoir of able men capable 
of development into foremen and often into higher categories. We are always 
on the lookout for such material, and ultimately depend upon it for most of our 
superintendents and project managers. Usually if an additional assistant proj- 
ect manager is needed he can be found on the job. 

Please advise if any additional information is required. We hope to receive 
your favorable consideration. Very truly yours, Frederick Snare Corp., -Ran- 
dall Cremer, executive vice president. 

Mr. Brooxs. Now Mr. Cremer, I wondered if you would just in your 
own words lay out for us the details that you are familiar with about 
the selection of the partners in this Snare-Merritt participation oper- 
ation in Nicaro. 

Just begin with the offers that might have started it out and how it 
developed into a partnership agreement. 

Mr. Cremer. I didn’t get the last part of that sentence. 

Mr. Brooks. Starting with this point here, to go forward from that, 
with the arrangements that were developed and the bargaining and 
the negotiations which ended up with your having as a partner Merritt- 
Chapman & Scott in this venture. 

Mr. Cremer. I would say that process began somewhat before these 
letters. I believe National Lead were authorized to canvass the situa- 
tion and talk to various contractors who were interested in under- 
taking this work. They did a very conscientious job at this. In fact, 
they went at it to such an extent I believe they were embarrassed by 
the number of applicants they received from all parts of the country. 
Everybody knew about it and everybody wanted to get into it. 

Gradually I believe they narrowed this down, first to : ‘about 20 people, 
and then to 6, I believe, and then to 4. Then the competition became 
intense, and a lot of things happened. 

We were required to appear and give extensive data not only to 
National Lead but also to General Services Administration. Lots of 
people were doing all they could in bringing pressure from various 
angles. It was a most confused situation. 

Now to continue on to the history that you would like to have: 
You speak of the formation of the joint venture. That also is very 
confused in my mind, because at several different times it was suggested 
that Frederick Snare Corp. might form a joint venture with Merritt- 
Chapman or with Raymond Concrete Pile Co., and with other con- 
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tractors. Some people were in favor of that, and others were not. 
They favored one or another and they sometimes changed their 
allegiances as far as the main contenders went. 

The matter came to a head when Mr. Mansure had taken a trip to 
the west coast, and during that time I believe he was in touch with a 
lot of people. I talked to him many times myself. He returned about 
the 15th of July, as I remember it, 1954, and things became very 
active at that instant. You don’t want me to go into great detail on 
this, but just to outline the main points, am I right? 

Mr. Brooxs. Well, I would like you to outline the main points. 
It may be that some of the committee may want some more detail on 
it. But on July 15 you say Mr. Mansure returned from his trip? 

Mr. Cremer. Yes, sir. 

Mr. Brooxs. After that you had some conferences, I assume. I 
don’t know. 

Mr. Cremer. Yes. He had phoned me from Chicago on the day 
before. That was the 14th. He asked me to be on hand on the 16th 
to see him. So I went to Washington that morning, and I presented 
myself at his office shortly before noon. 

I found that a call was awaiting me there from my New York oflice, 
and our president, Mr. Seeley, was anxious to talk to me. He said 
he had received a telephone call that morning from Mr. Wildner, the 
president of the Nickel Processing Corp., and vice president of Na- 
tional Lead, asking him to come down to the National Lead office. 
I believe the call was to me, but not being there, it was transferred 
to Mr. Seeley, and Mr. Wilder told him that he wanted us to go into 
a joint venture with Merritt-Chapman in which Merritt-Chapman 
would be the lead, they would have the authority, and we would be 
associated with them. 

Mr. Seeley said that in my absence he did not want to give a reply. 
He would have to get in touch with me, I would be back the next day, 
and he asked for time. Mr. Wildner did not want to give time, but 
finally consented and insisted that I call him the next morning at his 
home—the next day being Saturday. 

Mr. Harpy. Mr. Chairman, do I understand that that inquiry 
originated with National Lead ? 

Mr. Cremer. Yes. 

; et Harpy. So the impetus at that moment was put on by National 
4zead. 

Mr. Cremer. Well, National Lead had been designated as contrac- 
tors. They were the contractors for this expansion. They were to 
make a contract with a subcontractor whom they would select, so 
that this was in accordance with the established procedure. National 
Lead was to select candidates, makes nominations for the work as sub- 
contractor, the construction of the plant, for approval by General 
Services Administration. 

Mr. Harpy. National Lead had the general prime contract ? 

Mr. Cremer. They had the prime contract ; yes, sir. 

Mr. Harpy. That was a construction contract? 

Mr. Cremer. A construction contract; yes. They are still operating 
under the construction contract, and we are operating under the sub- 
contract with them. 

Mr. Brooks. National Lead is a contracting company. Are they 
normally in the contracting business? 
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Mr. Cremer. Well I really don’t know. 

Mr. Harpy. Are they an operating company or are they a construc- 
tion outfit—engineering ? 

Mr. Cremer. They are operating people, and they employ a lot of 
contractors on their construction work. 

Mr. Harpy. Nevertheless they had the general contract for con- 
struction ; is that right? 

Mr. Cremer. That is correct. 

Mr. Harpy. So then they had to employ subcontractors who in effect 
were general contractors; is that right? 

Mr. Cremer. Well, technically, no. We were subcontractors. A 
general contractor is the man who is responsible for the whole enter- 
prise. And in addition to the construction contract, they had a con- 
tract with Ferguson, H. K. Ferguson Co., for designing this plant, 
so that I would say they were general contractors. 

We were acting as subcontractors doing the actual work under their 
specification. 

Mr. Brooxs. Mr. Hardy’s question, I think meant, though, that they 
were acting as general contractors and were employing as subcontrac- 
tors a corporation like your own which normally acts as a general 
contractor. 

Mr. Harpy. I want to go a little bit further than that. They were 
employing you and your associates as a general contractor insofar as 
construction was concerned. Now, what part of the construction was 
withheld from your contract? You didn’t have anything to do, I 
understand, with the design? How about the construction ¢ 

Mr. Cremer. We had very little to do with the design, except that 
we did design all the housing, and we are to design an addition to the 
water plant and a few details of that kind. We are still acting as 
engineers in a minor capacity. H.K. Ferguson are the engineers and 
thev report to National Lead. 

We report to National Lead on the construction. 

Mr. Harpy. So insofar as the construction is concerned, you have 
the general contract for construction, is that right? 

Mr. Cremer. Well that is true; yes. 

Mr. Harpy. Do I understand that your company, Federick Snare, 
were the original general contractors on the construction of the 
original Nicaro plant? 

Mr. Cremer. Yes. 

Mr. Harpy. Did you have any associates with you in that con- 
struction ? 

Mr. Youncer. May I mention there for the record: I thought the 
original contractors were Ford, Bacon, and Davis. 

Mr. Cremer. That was at the very start. 

Mr. Youncer. That is what he asked for. 

Mr. Cremer. Ford, Bacon, and Davis were the original contrac- 
tors—general contractors. They are an engineering firm, and it is 
a rather vague state of affairs. I wouldn’t say they were going to 
be contractors, because I don’t believe it was their intention to take 
charge of the physical work. 

Mr. Harpy. I am just wondering: The whole thing looks like we 
have a whole lot of chiefs and mighty few Indians. Everybody seems 

to be a chief in this game. 
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Mr. Brooxs. We are trying to evolve just how it was set up that 
way. 

Mr. Youncer. You wouldn't want to pass on it yet. I haven't 
heard the evidence. 

Mr. Harpy. I am not passing on it, just accepting what I have 
heard thus far. 

Mr. Brooks. Mr. Cremer, would you go ahead ? 

Mr. Harpy. I got him sidetracked. 

Mr. Brooks. On the 16th, I think is where you were. 

Mr. Cremer. I was in Washington then, yes; and Mr. Mansure 
came out and I told him about this telephone call. He said, “Yes.” he 
knew about it. He said, “You ought to be in New York, you shouldn’t 
be here.” So I reminded him that he had asked me to be there, and 
he said, “Well, since you are here, come back this afternoon. I am 
busy the rest of the day.” He had some very important engagement, 
and I was to come back about 3 o’clock. 

So I had a lot of other calls to make and I came back about 3 
o'clock, and I had a talk with Mr. Mansure on this and he said that 
his idea was not as expressed to Mr. Seeley by Mr. Wildner, that he 
visualized us as the main party to any joint venture. We had the 
knowledge of the plant and the experience with it, and we had the 
experience in Cuba. The other company had none. They were a 
very good company, and big people—a very big company. But they 
had done practically nothing in Cuba, and they had no Cuban organi- 
zation whatever, and these were all things that had been discussed 
at great length in the negotiations. We had laid stress on our unique 
qualifications, because I believe at that time we were the only American 
contractor that was qualified under Cuban law to operate in Cuba. 

That was about the scope of the conference. Mr. Mansure asked me 
if I could please try to work this thing out in some way along the 
lines that he had indicated. 

The next day, being the 17th, I called up Mr. Wildner. Mr. Seeley 
also came in, although he doesn’t usually on Saturdays, and I caught 
Mr. Wildner at his home and told him that I was shocked to hear of 
the proposition, because we had thought we were being considered as 
prime contractors, or prime subcontractors, and the offer seemed to be 
one quite different from that. We would be associated with Merritt- 
Chapman, but they would have the lead in the undertaking. I told 
him we would have to know more about it. I suggested that we hold a 
conference the next day—Monday—and he could get Merritt-Chap- 
man there. There were lots of questions I would like to know more 
about. 

He was quite impatient with that and said it had to be settled im- 
mediately. He asked for a definite answer—is it yes or no. I told 
him in that case it has to be no. But I would appreciate it if he would 
hold that open and give me a chance to talk to our people and talk to 
him on Monday, and talk to Merritt-Chapman—if he would call such 
a meeting. 

He talked to Mr. Seeley after that, who gave him practically the 
Same answer. 

On Monday I had a call from Mr. Mansure. He had evidently been 
called by Mr. Wildner. He said that this thing must be worked out as 
he had told me before. He wanted us to be the leader in this joint 
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venture, but he did think there were advantages to having a joint 
venture, and he would like to see us make a conscientious effort to 
work out the details with Merritt-Chapman. I promised him I would. 

I called Merritt-Chapman, and four of their vice presidents came 
down to see me. However, it developed right away when I asked the 
basis of this thing, the basis was entirely different from what Mr. 
Wildner had outlined. They said they had been awarded the contract. 
It was their work. But they were willing to sublet parts of it. They 
had sublet—they wanted to keep 60 perent of it themselves. They had 
sublet 20 percent to a Cuban contractor and there was still 20 percent 
which they would award to us. 

They asked if we would accept it and come in on such undertaking as 
their subcontractor. I drew them out on all the details of this and 
various matters connected with the organization of their corporation— 
who managed it and the various things. I asked what they would 

want us to do under this joint venture or arrangement that they were 
suggesting, and they didn’t know. They hadn’t studied the work 
enough to tell. 

I told them we would think it over and get in touch with them, hav- 
ing no idea of accepting such a proposition as that. That was not a 
joint venture such as had been represented to us. 

We didn’t want to have any part of it. 

So, after talking with our president and chairman and with Mr. 
Manuel Gomba, our vice president in Cuba, I called Mr. Mansure 
and told him of this proposition, and I told him it was absolutely 
unthinkable to us to talk about such a thing—to negotiate on it. 
There was nothing to negotiate. He said, “I agree with you. They 
have disqualified themselves.” 

I called Mr. Wildner and told him the decision, and I called Mer- 
ritt- Chapman and told them the decision. Mr. Wildner called me 
about 4 o’clock that day and said he had another proposition to make— 
“Would you consider going into a joint venture in which you would 
be 50 percent participants with Merritt-Chapman ?” 

Things were quiet for a few days. I had a call from Mr. Mansure 
then, who said he would like to have us consider a joint venture with 
the Raymond Concrete Pile Co. “Well, I understand Raymond is 
associated with H. K. Ferguson, who are engineers on the project, 
and I understand that would not be allowed. They will not give 
the job to Ferguson as a constructor when he is the engineer designing 
the job.” 

He said, “That is right. Perhaps Ferguson will retire from that.” 

1 did talk to Raymond. They were willing to work with us, and 
recognizing our superior knowledge and experience in Cuba—knowl- 
edge of Nicaro—they said they w ould: be willing to take a 25-percent 
interest in it. 

But on Thursday I had a call from Mr. Wildner telling me to stand 
by. He wanted to talk to me the next morning, and he told me to be 

ready to give an answer yes or no. 

So on Friday morning, which was the 23d, I had a call from Mr. 
Wildner asking me to come down to see him in his office. I went 
down expecting that I would be up against Raymond this time. But 
he asked me right away into Mr. Joseph Martino’s office, who is the 
president of National Lead, and in his office with him was no one but 
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Louis Schott, the top vice president with Merritt-Chapman, and the 
right hand man of Mr. Wolfson. 

So for an hour and a half they tried to sell me on the idea of a joint 
venture with Merritt-Chapman. We were not willing to do that, I 
told them. And if we had to give them an immediate answer, it 
would have to be no.. I had talked to Mr. Mansure, and he said that 
he did not want to have them in it. ‘They questioned that, but finally 
agreed to give me time to talk to Mr. Mansure and talk to our own 
organization, 

The proposition they made was 50-50, with no one to be the boss, 
and I objected to that, because anybody has to have a head, and with 
a division of authority like that, I didn’t see how any construction 
operation or military operation could be conducted. But they said 
that is done all the time, and they were sure it would be all right. 

So I left there to call Mr. Mansure and see what he had to say about 
this thing. If what they had told me was correct, he had evidently 
changed his mind. So I went back to the office and told our president 
and chairman about it and called Mr. Gomba in Havana and told him. 

We weren’t sure how it would be dividing responsibility. We didn’t 
like the idea, and we felt and really looked on Nicaro as a moral obliga- 
tion rather than a job that was so desirable we would do anything to 
take it. We didn’t want to run the risk of spoiling the reputation we 
had built up there in the past. 

I tried to reach Mr. Mansure all that afternoon and all the next 
day—all day Sunday—but I simply couldn’t find him. On Monda 
morning I did talk with him, and I told him I was confronted wit 
something that was entirely surprising to me. I wasn’t ready for it, 
because I had thought that Merritt-Chapman had been bkrdehs and 
the last I had heard from him was that we should talk to Raymond. 

I asked him if he had told Louis Schott that he wanted to see a joint 
venture with us, and he said “No,” he hadn’t. He had talked with 
him, and he could understand how Schott might have received that 
impression, but he said, “Aside from that, seriously, I would like to 
see you work out something. Get in touch with Merritt-Chapman and 
see what the smallest share is they would take. They are very anxious 
to be in the picture, and perhaps you can make them take less than 
that—enough so that you would have charge of the job.” He said, “I 
want you personally to run that job,” and I told him I would be very 
glad to if the company would sanction it. 

So, I called him again, and we had another talk. This time the story 
was quite different. They were ready to go in a joint venture with us, 
and they said that they knew Mr. Mansure wanted me to run the job 
as project manager, and they were willing to do that—willing to let 
me have the responsibility for operation. 

I told them that, “Well, we have still got a lot to talk about on 
this.” I called Mr. Mansure and asked him if he would let me come 
down the next day—it was too late then to go. I said I would like to 
come down the next day and talk this thing all over with him, because 
there were lots of features of it that we did not think would be ac- 
ceptable to us and not desirable to him. 

I made an appointment for 2 o’clock. I called Mr. Wildner and told 
him about it. He said, “Why, Schott has got to be there with you.” 
And I said, “No, I would like this to be a private talk, but he can come 
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later. I will see if I can make a later appointment for a three-way 
conference.” 

So I did arrange that with Mr. Mansure, and I went down there the 
next day- I had an appointment at 2 o’clock. I had reviewed this 
whole thing with him. I never was quite clear on what he had told 
Mr. Schott, but Schott got the impression that he wanted to see a joint 
venture, and apparently Mr. Mansure was going ahead on that. He 
did think they should take less than 50 percent since we had the know- 
how and the experience in Cuba. 

Before we could get anywhere with our talk, Mr. Schott appeared 
with Mr. Denny, who is an executive vice president of Merritt-Chap- 
man, and they were ushured right in—interrupted this talk. We con- 
tinued and argued this thing for an hour. 

Mr. Mansure said ‘Well, we have got to act on this thing. We have 
lost a lot of time. We can’t lose any more. The country is cryin 
for nickel. You two get out in the board room and discuss this jo 
come to an understanding.” 

He said “I am sure you can, if you go at it in the right spirit, and if 
you can’t get together,” he said, “we will just have to say goodbye and 
call in two other contractors and try to make a joint venture between 
them.” 

So we did discuss this for an hour perhaps. I called our New York 
office, and they were still very reluctant on this. I told them that 
Schott promised to give us written assurance that there were no com- 
— from other commitments they had made, that they would 

et me run this work without interference, and finally both our presi- 

dent and chairman decided it was better to do it that way. Certainly 
knowing Nicaro as we did, we certainly would be delinquent if we 
refused to take it on the basis the Government wanted it. So we 
agreed to go along. 

Mr. Brooxs. Was Merritt-Chapman & Scott eligible to do construc- 
tion work in Cuba at that time? 

Mr. Cremer. Legally they were not. They thought they were, but 
we knew they were not, and they found they could not until they went 
through more formalities. It took them 414 months to get legal 
authority to work in Cuba. 

Mr. Brooks. Did you tell that to Mr. Mansure at the time you all 
were discussing this possibility of a joint venture? 

Mr. Cremer. Well, I told him that it usually took several months. I 
didn’t name any exact amount. But I told him it would take several 
months for them to do it, and he thought we would go ahead regard- 
less of that—that is, let Frederick Snare go ahead on that work. That 
is the way we did. We started it at once and operated down there 
with Frederick Snare pay envelopes, time books, and a Frederick 
Snaresign. It wasa Frederick Snare operation. 

When they received their authority—which was about 414 months 
later—we changed all that—changed the books, changed the setup. 

Mr. Brooks. That is after they got authority to do business in Cuba? 

Mr. Cremer. After they got the authority, yes, sir. 

Mr. Brooks. Had they done any construction in Cuba before, that 
you were familiar with ¢ 

Mr. Cremer. They were in a joint venture with a firm by the name 
of Purdy and Henderson in the construction of a water works for the 
town of Marianao, which I think was in 1952 and 1953. 
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Mr. Brooxs. But as an independent organization, they had not 
done any business, to your knowledge, in Cuba ¢ 

Mr. Cremer. No. As a matter of fact, that work was conducted at 
Purdy and Henderson. 

Mr. Breoxs. I wondered, Mr. Cremer, if you would answer this: 
How long has Frederick Snare been in Cuba—your organization? 

Mr. Cremer. Since 1902. 

Mr. Brooxs. Have you had many of these partnerships or joint 
ventures, so-called ? 

Mr. Cremer. Very few; practically none. We have had nothing in 
Cuba. We have had one in the Azores. We took some work for the 
Air Force there, construction of some airfields, and a new Chief of 
Engineers came in, and the work was conducted under the engineer. 
They had management of it for the Air Force, and the new chief took 
office, and I think he must have been subjected to pressure from a lot 
of contractors. So, to satisfy them, he issued an edict that all this 
work must be done by joint venture. 

In that case, however, he gave us the privilege of selecting the joint 
venturer, and we selected the firm of Irons & Reynolds. We were 
practically operating the work, but they were there and giving us 
their advice and giving us the men. There was only one other joint 
venture that I can think of, and that is back in 1913 when we built a 
section of the Lexington Avenue subway in rc with Arthur 
McMullen. Those were the only two examples I can think of. 

Mr. Brooks. I wondered: Who are the men who actually are run- 
ning this project in Cuba now? Are they Snare personnel, or are 
they Merritt-Chapman & Scott people—or are they new people? 

Mr. Cremer. Well, we have one Merritt-Chapman man who is in 
charge of the Habana office. We have a small office there for the 
purpose of getting passages—steamship and rail and air passages— 
some formalities that have to be gone through there. We have exon- 
eration from duties, and papers have to be filed with the Cuban Gov- 
ernment on each shipment that is to come in. So that this man handles 
that with the small staff that we gave him. 

The balance of the field organization is Frederick Snare’s men. 
They are mostly men who operated on the previous episodes in con- 
nection with the development of Nicaro. The original construction, 
rs renee and the other steps, the plant precipitrons, and so 

orth, 

Mr. Brooxs. How many Merritt-Chapman & Scott folks worked in 
Cuba on this construction project during the first 6 months of your 
expansion program ? 

Mr. Cremer. This expansion program ? 

Mr. Brooks. Yes, sir. 

Mr. Cremer. They sent men down. Mr. Purdy, my assistant, has 
been down several times on trips. But aside from that, in the field 
the men have all been Frederick Snare Corp. men. 

A lot of them, of course—a lot of the laborers—have been picked up. 
They would be new men. The staff is practically all old Frederick 
Snare Corp. foremer., superintendents, engineers, technicians. 

Mr. Brooxs. Off the record. 

(Discussion off the record.) 

Mr. Brooxs. We will continue. I think we can now use the micro- 
phone, and everybody will be able to hear all right. 
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Mr. Cremer, would you continue, sir, and I wondered at this point 
if you would put into the record and read this short memo from the 
United States Government dated January 28, 1955, to Colonel Pinkley 
of the General Services Administration ? 


Mr. Cremer (reading) : 
JANUARY 28, 1955. 


To: Mr. J. P. Pinkley, Chairman, Nickel-Graphite Committee. 
From: Clarence A. Freedell. 
Subject: Administration of Nicaro expansion work. 


A review of Mr. Strecker’s trip report of January 25 shows that the lack of 
coordination between the prime contractor, subcontractors and: plant operating 
personnel continued despite our repeated requests for changes in procedure. 

The prime contractor should be requested to meet with the Nickel-Graphite 
committee as soon as possible and made to understand that the prevailing prac- 
tice cannot be tolerated any longer. It appears that a project manager of 
stature commensurate with the job is what is needed. 


CLARENCE A, FREEDELL. 


Mr. Brooxs. Did that seem to represent what some of the problems 
were down there, Mr. Cremer, from your viewpoint ? 

Mr. Cremer. Well, it was certainly a consideration. I had not 
seen this letter before. I was not familiar with that. 

Mr. Youncer. Will you identify the writer and the recipient of the 
letter? Who they are? 

Mr. Cremer. Colonel Pinkley is the chairman of the Nickel com- 
mittee, a function of GSA, and he also has other duties for GSA. 
In this connection, he is the executive officer for GSA in connection 
with the Nicaro expansion. ' 

Clarence Freedell is a mining engineer who is a member of the 
Nickel committee. 

Mr. Youncer. Of GSA? 

Mr. Cremer. Of GSA. He reports to Mr. Pinkley. 

Mr. Youncer. They are both employees of GSA? 

Mr. Cremer. Yes. 

Mr. Youncer. Full time or part time? 

Mr. Cremer. I think full time. 

Mr. Younger. That is all I have. 

Mr. Brooks. Mr. Cremer, I wonder if you could tell us what hap- 
pened to this Mr. Gerstle who has worked with your organization 
while he was purchasing agent for this joint venture / 

Mr. Cremer. When I appointed Gerstle, he was purchasing agent 
for Frederick Snare Corp. for many years, and when this work 
started, I asked to have him as the purchasing agent. 

The work at our main office was not too brisk at that time, and this 
work needed the services of a man who had been through this kind 
of a thing before. Gerstle had been through many cases of a similar 
nature during the past 25 years. So they let me have him, and he 
conducted the purchasing department up to, as I recall it, about April 
or May, a little later than that, in last year, 1955. It was actually 
up until about September, at which time National Lead asked to 
have someone else substitute for him. 

There were a lot of considerations involved in it. Apparently they 
were not satisfied with Gerstle’s work, although I think they were 
under a misconception on that, because he had been doing very fine 
work, and I was in close touch with him from the very inception of 
the expansion project. 
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I really don’t know what was behind it, but they wanted to make 
achange. Asa matter of fact, this was aired during my absence from 
New York on a vacation on a trip to California and was made effec- 
tive immediately after my return. Mr. Gerstle is now back with the 
Snare Corp. and very busy at his old job of purchasing agent. 

Mr. Brooks. Have purchasing procedures been changed since this 
Mr. Park replaced Mr. Gerstle as purchasing agent ? 

Mr. Cremer. I don’t believe so. We don’t need as many men now. 
The work was largely completed when Mr. Gerstle left. He had 
handled the really exacting part of it, and a big volume of business 
was handled. The business is greatly reduced now; big orders have 
all been placed, and it is more a problem of buying things quickly to 
keep the job going. 

Mr. Brooxs. What percentage had been purchased when he discon- 
tinued as agent for the joint venture, when Mr. Gerstle discontinued ? 

Mr. Cremer. The major purchases which were the metallurgical 
equipment and things of that kind, I can’t give you an exact figure, 
but my recollection is that about three-fourths had been done. 

Mr. Brooks. I wondered what were the circumstances connected 
with the employment of a Mr. Sourbraun down at the Nicaro plant ? 

Mr. Cremer. Mr. Sourbraun had been assistant superintendent on 
our operation in the Azores. He had charge of all work done on 
Santa Maria Island. He was a man who had had a lot of experience 
at equipment of this kind, chemical plants and other industrial opera- 
tions. 

He was sent down as assistant to Mr. Chamberlain to take some of 
the burden off him, Chamberlain being the construction engineer on 
the job. He is Snare-Merritt’s No. 1 man on the Nicaro payroll. 

Mr. Brooks. He is still there now? 

Mr. Cremer. He is still there. He had been through everything 
that was done in Nicaro from the early days. He was the man we had 
in charge at the original Nicaro operation. 

Mr. Brooks. I wondered, Mr. Cremer, what role does Frank Luther 
play with the Snare Corp.? 

Mr. Cremer. Frank Luther was retained by us—I don’t know—it 
seems to me it was about October of 1954 that he was retained by 
Frederick Snare Corp. as its public relations man, public relations 
representative. 

{r. Brooxs. Had you had a public relations man prior to that. time? 

Mr. Cremer. No, we had not. 

Mr. Brooks. That is in the last 45 years, you had not had one? 

Mr. Cremer. We had never had one. 

Mr. Brooxs. Had you ever felt a need for a public relations man 
prior to this employment? 

Mr. Cremer. No, we had not. 

Mr. Brooks. Was there anything that pointed up a supposed need, 
any conversation with anybody that pointed up a need for public 
relations counsel in your firm? 

Mr. Cremer. Several people thought when the negotiation of Nicaro 
started, this Nicaro expansion, so many people wanted to get in on it, 
it. was really quite a complicated proposition, and so many of them 
had public relations agents and had very close political connections, 
that quite a problem was created. 
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We had neither, and many people thought that we were not up 
with the times; that we should catch up and do as other people do. 
We thought it worth trying, and we put on Mr. Luther to see what 
would happen. 

Mr. Brooxs. Who recommended Mr. Luther to you? 

Mr. Cremer. Mr. Mansure. 

Mr. Brooxs. Did Mr. Mansure recommend him individually, and 
did he also recommend that you have public relations counsel ? 

Mr. Cremer. He thought we were badly to blame for the difficulties 
that arose in the negotiation of the work; that everyone else appar- 
ently having access to the press, publicity of all kinds, and we had 
none. We hadn’t developed that feature at all. 

Mr. Brooks. I take it that your role as contractors for almost the 
past half century has been straight connracking with a minimum of 
publicity or political connections; is that right? 

Mr. Cremer. We had nothing in either line. 

Mr. Harpy. Mr. Chairman? 

Mr. Brooxs. Mr. Hardy? 

Mr. Harpy. Do I understand that Mr. Mansure suggested the em- 
ployment of Mr. Luther by your joint operation ? 

Mr. Cremer. No; by Frederick Snare Corp. 

Mr. Harpy. And in the long run, the total cost of providing a pub- 
lic relations man would become a part of the cost in the contract; 
would it not ? 

Mr. Cremer. Not a cost of the contract; only as far as Frederick 
Snare Corp. is concerned. 

Mr. Harpy. Well, the cost of Mr. Luther’s performance would be 
borne, or would be a proper charge, to the Government; wouldn’t it? 

Mr. Cremer. No. 

: Harpy. Would that have to come out of Frederick Snare’s 
ee 

Mr. Cremer. Yes. As a matter of fact, we charge it to general ex- 
pense of the company, not to the fee; general company expense. 

Mr. Harpy. I am trying to find out whether the net effect of the 
employment of Mr. Luther as a public relations man, which was some- 
thing that your company had not heretofore had, whether that be- 
came a total expense to Frederick Snare or whether it became an 
additional cost item in the contract to the Government. 

Mr. Cremer. No; it had nothing to do with the contract. That is 
borne by Frederick Snare Corp. 

Mr. Harpy. So the net effect was Mr. Mansure induced you to re- 
duce your profits by employment of a public relations man ? 

Mr. Cremer. I would hardly give it that interpretation. 

Mr. Harpy. All right. Unless Mr. Luther’s employment in other 
areas proved to be more valuable to your firm than his cost, why, it 
would have reduced your profits. 

Mr. Cremer. Well, the assumption was that we had lacked this 
and should have it. It would do us good. 

Mr. Harpy. And you all agreed with that assumption. You didn’t 
undertake this innovation just in order to keep on the good side of 
Mr. Mansure? 

Mr. Cremer. No. We thought that perhaps we had been too old- 
fashioned ; we ought to give it a try. 

Mr. Harpy. Thatisfine. That is all I wanted to find out. 
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Mr. Reuss. I would like to ask a few questions about this. 

When was the contract signed between your firm and National Lead 
with respect to the construction of work on this ? 

Mr. Cremer. When was it actually signed? I really don’t know. 
There is a date on the contract, but it is not the date the contract 
was signed. It was signed as of, as I recall it, November 13, or some- 
thing like that. 

Mr. Reuss. November 13 what year? 

Mr. Cremer. 1954, but actually the contract wasn’t signed on that 
date. 

Mr. Revss. It was earlier or later? 

Mr. Cremer. It was later than that. 

We have a letter of intent originally and were operating under that. 

Mr. Reuss. When was the letter of intent signed; what date did 
it bear? 

Mr. Cremer. I really can’t remember, but it was in August, as I 
recall it. The middle of August. 

Mr. Revss. Of 1954? 

Mr. Cremer. 1954; yes. 

Mr. Reuss. From whom did you first get a recommendation that 
you ought to have a public-relations man ? 

Mr. Cremer. I really don’t remember. Several people spoke of it. 
I don’t know who spoke of it first. 

Mr. Reuss. Who were the several people? 

Mr. Cremer. At the moment I can think of only Mr. Mansure, but 
people in our own company had the same thought, and it had been 
discussed before. 

Mr. Reuss. Did Mr. Mansure ever speak to you about it ? 

Mr. Cremer. Yes; he did. 

Mr. Reuss. When ? 

Mr. Cremer. I think it must have been somewhat after we got 
started. As I recall it, we put him on right away, and it must have 
been the latter part of October. 

Mr. Reuss. Of 1954? 

Mr. Cremer. Yes. 

Mr. Reuss. In other words, before the November 1954 date when 
the contract was signed; is that correct? After the letter of intent, 
but before the signature of the contract ? 

Mr. Cremer. We were already operating for several months under 
the letter of intent. 

Mr. Reuss. And what did Mr. Mansure say, and what did you say, 
in that first conversation with him about hiring a public-relations 
expert ? 

Mr. Cremer. He simply mentioned the fact that most of the trouble 
we had had was due to the fact that we were so little known throughout 
the country and throughout Congress; the Representatives and Sena- 
tors did not know of us, and various officials of the Government. 

It is true we had done a lot of work for the Government. The Army 
and Navy particularly; the Department of the Interior, and we were 
well and favorably known by all of them, but by the rank and file, we 
were not known, and I said, “Well, I have no doubt there is a lot in 
what you say. We are an old-fashioned company. We do not adver- 
tise. We have a notice in Engineering News, which is more or less as 
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a formality ; it is simply to appear as engineers there, and, actually, we 
do not do any advertising.” 

Mr. Reuss. You say Mr. Mansure referred to the trouble you had 
had through not being well known ? 

Mr. Cremer. Well, there was a great hue and cry all over Washing- 
ton at the time this work was announced, and people were asked to 
come in and submit their qualifications. 

I don’t know how many did that, but there was an awful lot of them 
who did, and each one of them knew people to push their project, to 
speak in favor of them. It was quite a situation. 

Mr. Reuss. Was it suggested, then, that a public-relations man be 
retained to develop a better public relations for your firm with Con- 

ress ? 
* Mr. Cremer. Not particularly with Congress, but with the public 
in general, but I think the undertone of it perhaps was that we had 
negleeted politics, also. 

We had had nothing to do with politics. We knew a few casual 
acquaintances in the Congress, but we had no policy in that respect at 
all. It was just left to chance. 

Mr. Reuss. Well, then, according to this undertone, a part of the 
purpose of the public-relations representative was to make representa- 
tions in behalf of your firm to Congressmen ? 

Mr. Cremer. No. That was a separate thing. The advice then was 
to get busy ourselves and meet a few people. 

Mr. Reuss. What was the public-relations man supposed to do in 
this political sphere? 

Mr. Cremer. Nothing in that, except that his publicity, if he gave us 
favorable publicity, the public in general would be benefited by that, 
and Congress would be part of the general public. I think that was 
the picture. 

Mr. Reuss. The first time you talked to Mr. Mansure about the need 
for hiring a public-relations man, did he mention the name of any 
specific person whom he would suggest that you hire? 

Mr. Cremer. As I recall it, that whole conversation occurred at 
about the time of my absence, and I asked if he knew of one, and he 
gave me the name of Frank Luther, and shortly after that we acted 
on it. 

We don’t know any public-relations people. 

Mr. Reuss. Where was Mr. Luther from? Do you know? 

Mr. Cremer. I do not. I know he lived in New York for quite a 
while and in Chicago and was at present in Washington. I think he 
represents the Soap Association or something like that. 

Mr. Reuss. Where did he do business at the time you hired him? 

Mr. Cremer. He had an office in Washington. 

Mr. Reuss. What remuneration has Mr. Luther received from your 
company for his public-relations services ? 

Mr. Cremer. I can’t say offhand. It is at the rate of $7,500 a year, 
plus expenses. 

Mr. Reuss. What limit was there on the expenses he might incur 
pursuant to your arrangement with him? 

Mr. Cremer. Actually none. It has run to very little. 

Mr. Reuss. And he was hired shortly after this initial conversa- 
tion with Mr. Mansure, was it? 

Mr. Cremer. Yes, sir. 
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Mr. Reuss. That would make his hiring sometime around October 
1954? 

Mr. Cremer. Yes. 

Mr. Reuss. And he is still with you? 

Mr. Cremer. He is still with us. 

Mr. Reuss. That is all. 

Mr. Harpy. Just one more question along that line. 

I take it that he is a public-relations counsel generally and just 
employed by you on a retainer? 

Mr. Cremer. That is right. 

Mr. Harpy. Are you familiar with his general clientele? 

Mr. Cremer. I don’t know much about that. He has spoken of other 
people. I know he spends most of his time, I believe, for the Soap 
Manufacturing Association. 

Mr. Harpy. What has been the nature of the results he has achieved 
for your company ? 

r. CrEMER. Well, I am not an expert at it. I don’t know. 

Mr. Harpy. Can you measure any accomplishment? Has it done 
you any good ? 

Mr. Cremer. I am unable to answer that. I think it is a long-range 
campaign. I don’t believe it is expected to have immediate results. 

r. Harpy. Would you classify him as a lobbyist in behalf of your 
company ? 

Mr. Cremer. No; I would not. 

Mr. Harpy. Has he brought you any new business ? 

Mr. Cremer. He has brought us numerous leads for new business, 
but we are still working on two of those that look promising. But 
as far as actual contracts, nothing has resulted to date. 

Mr. Harpy. Did you inquire as to what his politics are? 

Mr. Cremer. No; I did not. I haven’t any idea. 

Mr. Younger. I believe Mr. Luther will be here. He is listed here. 
I think we can get all that information from him. 

Mr. Harpy. I wasn’t concerned about what his politics are. I 
be os to find out whether Mr. Cremer had been interested in that 

eld. 

Mr. Youneer. Iam. I will ask him. 

Mr. Harpy. Well, I would be more interested in that if I knew what 
the results were. 

Mr. Youncer. The record will show. 

Mr. Cremer. I believe this is just a sample of the fact that we are 
naive about such matters. I don’t remember ever in my life asking 
a man whether he was a Republican or a Democrat. It makes no 
difference tome. I have a lot of friends who are Democrats and a lot 
who are Republicans. 

Mr. Harpy. You would have a pretty good idea about the politics 
of an individual who was recommended to you by somebody who was 
pretty high in politics, wouldn’t you ? 

Mr. Cremer. I never asked him. I never gave it a thought. When 
I recommend a man, I recommend him regardless of party, and as a 
matter of fact, with me party doesn’t go very deep. 

Mr. Harpy. Mr. Chairman, just one other question. I think it 
might be interesting to have. 
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I understand that Mr. Cremer can’t furnish the information now, 
but I believe it would be well if it could be supplied, as to the expense 
account of Mr. Luther. 

Mr. Brooks. I am sure he can give us an estimate of it. 

Mr. Harpy. I think he could supply it. 

Mr. Brooks. All right. 

Mr. Harpy. Maybe Mr. Luther can give it to us, but let’s get Mr. 
Cremer to supply it for us. 

Mr. Cremer. I can’t give you any figures, but it is really inconse- 
quential. Perhaps $50 to $100 a month. 

Mr. Harpy. That is very nominal. 

Mr. Cremer. It is mostly little trips he makes to New York. 

Mr. Brooks. Mr. Cremer, I want to get away from this public rela- 
tions counsel. I wonder if you could give me an idea of how useful 
you found the Ferguson drawings and the Ferguson engineering that 
we have paid for and which I think was referred to you for use? 

Mr. Cremer. Well, the relation of Ferguson has been somewhat 
peculiar. Ferguson had been operating on the design for quite a long 
time before we came into the picture at all as constructors, and they 
still had a lot of work to do when we took over. 

I believe their funds had been restricted and they hadn’t been able 
to go to town as they would like to do, and then suddenly funds were 
available, and they could go. The net result of it all was that when 
we started, there was very little in the way of plans for us to work 
with; very little. 

They have been supplying plans ever since and still have a few plans 
to furnish. 

Mr. Brooks. All of the plans are not yet out? 

Mr. Cremer. Not quite. 

Mr. Brooks. On this expansion ? 

Mr. Cremer. Five or ten plans, and we don’t know what they are, 
but from what they have told us, there are still a few plans to come. 

Mr. Brooks. Mr. Cremer, your organization had built this original 
plant down there and had done the rehabilitation. 

Now, this is an expansion of the original plant which you all were 
familiar with, and I just wondered, as an engineer, does it seem logical 
that you could very well have gone on and made this expansion your- 
self without hiring a lot of additional sets of engineers to draw the 
specifications ? 

Mr. Cremer. Well, we are engineers ourselves. I think we would 
have had to organize a force to take over the engineering entirely 
apart from the contraction. We could have done that. 

Mr. Brooks. You say you could have or you should have? 

Mr. Cremer. No. We could have done that if we had been asked. 
We did not push ourselves for that. We are engineers, We take engi- 
neering contracts, pure and simple—designs and supervision of work. 

But in this case, we were interested in the construction primarily. 
And, as a matter of fact, I believe the H. K. Ferguson Co. was em- 
ployed before we knew anything about this move to get ready for a 
possible expansion of the plant. 

Mr. Brooks. I wondered while we are here, Mr. Cremer, if you 
could give me some of the questions and answers that you all dis- 
cussed with Mr. Mansure when you and Mr. Schott and I think Mr. 
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Denny were there in his office on the 27th when you finally reached 
some sort of a partnership agreement. 

Mr, Cremer. The conversation that went on there? 

Mr. Brooks. Some of the points that were raised, yes sir, so that 
we would know exactly what sort of information was passed between 
these two contractors, yourself, and the Merritt-Chapman representa- 
tive, and what basis Mr. Mansure had for making his suggestion. 

Mr. Cremer. Well, I think he had arrived at his decision before 
that. Ido not believe it was at that meeting. I was under the impres- 
sion that his mind was pretty well made up when I went in to see 
him. I don’t know upon what basis that was. But he seemed to have 
arrived at a conclusion. This is the way it had to be. And I do not 
believe anything I said made a dent in him. 

Mr. Brooks. Did you point out to him the comparison of the ex- 
perience in Cuba—in this type of work between the two competing 
companies ¢ 

Mr. Cremer. Yes. He answered that by saying that you still have 
that same experience. And if you are in this joint venture, we will get 
the benefit of it. 

Mr. Brooks. But they were going to divide the fee 50-50; is that 
right ? 

Mr. Cremer. Yes, 50—50. 

Mr. Brooks. I just wondered while we are on the subject—the fee 
was what? <A million dollars? 

Mr. Cremer. Yes. 

Mr. Brooks. Negotiated out to about a million dollars for the ex- 
pansion program ¢ 

Mr. Cremer. Yes. 

Mr. Brooxs. And you estimated it would cost $43 million at that 
time? 

Mr. Cremer. Yes. 

Mr. Brooxs. And now your estimate is that it would cost roughly 
what ? 

Mr. Cremer. It would not be very far from $43 million. Iam unable 
to say which side it will be on; but it won’t be far different from that. 

Mr. Brooks. And the proposal was that they divide the fee of 
$500,000 to your organization and $500,000 to the Merritt-Chapman & 
Scott organization ¢ 

Mr. Cremer. That is right. 

Mr. Brooks. But it seemed from the testimony that Gerstle pur- 
chased about 75 percent of the major commodities that were bought ? 

Mr. Cremer. Yes. 

Mr. Brooxs. And that they have one man in Cuba—Merritt-Chap- 
man & Scott, that is—in the Havana oflice / 

Mr. Cremer. Yes. Mr. Purdy is in Nicaro at this moment. 

Mr. Brooxs. And that all of the foremen and all of the engineers 
and all of the management, while American but Spanish speaking, 
are part of your organization ¢ 

Mr. Cremer. Yes. We have only about seven Americans down 
there. And two of them are native Cubans—that is, of American 
citizenship. That is all the Americans we haye. 

Mr. Brooks. And the other Snare personnel are Cubans who have 
worked with you before ? 

Mr. Cremer. Yes. They are all Cubans. 
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Mr. Brooks. Now, I just can’t understand when it seems that you 
are doing most of the work and you are getting half of the fee, why 
it would not have been possible for—it just seems reasonable to me 
that the GSA might well have talked with you and negotiated with 
you individually to do the job for somewhere in the neighborhood of 
the money you are getting to do it now, which is a half million dol- 
lars, rather than a total expense of a million dollars. 

Do you understand that? 

Mr. Cremer. Well, the fee question didn’t come up. That is to 
say, that million dollars was mentioned by us and was our idea of the 
approximate value of it, and that was based on work previously done 
for GSA, but nothing had been said in the way of an actual figure. 

Nobody had discussed that to any extent, and as a matter of fact, 
the matter of the fee wasn’t settled until long after we started on the 
letter of intent. There was no agreement as to the fee until long 
afer that. 

Mr. Brooxs. But my question goes to whether or not it might not 
have been much cheaper for the United States Government to have 
made the agreement with one concern, or with one contractor, be- 
cause it seems obvious that you all are doing about 95 percent of the 
work, and getting half of the fee. It just keeps occurring to me that 
you might have been willing to do it for somewhere in the neighbor- 
hood of that half million dollars, because that is all you are getting 


now to do it. 

Is that a reasonable assumption, or am I just off base on that ? 

Mr. Cremer, Well, $500,000 would be a very low fee. That would 
be 114 percent of the value of the work, and I don’t think that would 


be a decent fee. 

Mr. Brooks. I see. 

Mr. Cremer. You understand in a project of this nature, there are 
a lot of expenses to which we are put that are not reimbursable. That 
is out of the pocket or the bank account of the contractor. There are 
a lot of expenses we never collect. 

You can’t get away from it. We call them nonreimbursables and 
have a separate account for that. So that if your fee were cut to 
114 percent, you would probably come out with not over 1 percent 
as your fee, actual fee, in your pocket. That is pretty hard to take. 
That is a pretty low fee. 

Mr. Brooks. What percentage of the work do you figure you have 
done, the Snare organization, as its part-of this partnership? I mean, 
the Cuban construction 

Mr. Cremer. It would be hard to give an offhand answer to that. 
It is rather involved, because we do get the benefit of Merritt-Chap- 
man’s advice in all matters. 

You see, Mr. Purdy is an ex-vice president of Merritt-Chapman. 
Mr. McGuff, who is another of their vice presidents, comes down and 
has lunch with us very often. We discuss plans, and we discuss our 
problems, and there are a lot of others up there, Pasha and Denny, 
and I have consulted with Mr. Denny at some length yesterday, and 
it isn’t as though we were actually doing everything on our own 
responsibility. We do consult them on almost all matters. 

Mr. Brooxs. But you had no consultant in your rehabilitation of 
that plant ¢ 
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Mr. Cremer. No. 

Mr. Breoxs. And none in theconstruction of it originally? 

Mr. Cremer. No. 

Mr. Brooks. It seems you have got them both done without-a fee- 
splitting arrangement. f ’ 

Mr. Cremer. Well, we do get some advantage from it. It is also an 
obligation. We are obligated to consult them. So it is pretty hard 
to evaluate a thing like that, but undoubtedly we learned a lot from 
our fellows, our competitors. 

Mr. Brooks. If they were not in the joint venture with you, though, 
would you have considered consulting them on some of the construc- 
tion aspects of that project in Cuba ? 

Mr. Cremer. No. 

Mr. Brooxs. Well, I wondered now if we could go to the subject of 
this insurance, and in regard to the invitations to bid for the expan- 
sion insurance, whose function was it to select the insurance broker ? 

Mr. Reuss. Before we leave this subject, what is your pleasure? I 
have a number of questions on the subject you just covered. 

Mr. Brooxs. All right. We could handle them now. 

All right, on this subject of construction matters, before we go 
into insurance, Mr. Cremer, it may that the other committee members 
now have some questions, and I wondered if you had any questions, 
Mr. Younger, on that? 

Mr. Youncer. Over on the other side, first. 

Mr. Brooks. All right, Mr. Reuss? 

Mr. Reuss. Where did these consultations with Merritt-Chapman 
& Scott take place? 

Mr. Cremer. They take place most of them over the phone, but 
quite often in our office of Snare-Merritt at 74 Trinity Place, New 
York, and it is convenient to everyone to have them at lunch. So we 
very often have lunch together at the Curb Restaurant, which is right 
next door there. 

Mr. Reuss. How many people does Merritt-Chapman & Scott have 
in Cuba devoted to this contract ? 

Mr. Cremer. One man, the manager in the Havana office. 

Mr. Reuss. Mr. Purdy? 

Mr. Cremer. No. That is Mr. Pole. 

Mr. Reuss. Mr. Purdy doesn’t belong there regularly ? 

Mr. Cremer. No, he is my assistant. 

Mr. Reuss. Does Mr. Pole do other work down in Cuba other than 
this Nicaro contract? 

Mr. Cremer. No. 

Mr. Reuss. He is full-time on that ? 

Mr. Cremer. He is full-time; yes sir. 

Mr. Reuss. What does Mr. Pole make a year; do you know? 

Mr. Cremer. His salary is $1,000 a nistith. 


Mr. Reuss. $12,000 a year? 
Mr. Cremer. Yes, sir; ee a year. 


Mr. Reuss. So the sole full-time employees which Merritt-Chapman 
& Scott are dedicating to this contract have a payroll total of $12,000 
a year; is that correct ¢ 

Mr. Cremer. Of course, he is on the Snare-Merritt payroll; other- 
wise, yes. He is not on the Merritt-Chapman’s payroll. He is on 
the Snare-Merritt payroll. 
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Mr. Reuss. So Merritt-Chapman will get half a million dollars at 
the end of this contract undiminished by the $12,000 that Mr. Pole is 
paid; is that correct ‘ 

Mr. Cremer. Mr. Pole’s salary is a reimbursable expense under the 
contract. However, they won’t get one-half a million dollars. It 
will be much less than that by reason of these nonreimbursables that 
I have been telling you about. 

Mr. Revss. Mr. Pole’s salary is, however, a reimbursable item ! 

Mr. Cremer. Yes, sir. } 

Mr. Reuss. Now, how many employees does Frederick Snare Corp. 
have in Cuba? 

Mr. Cremer. Throughout Cuba? 

Mr. Reuss. On the Nicaro contract. 

Mr. Cremer. About 2,500 men. 

Mr. Reuss. Working on Nicaro contract right now ? 

Mr. Cremer. Yes. 

Mr. Reuss. So the ratio of Snare employees in Cuba on the Nicaro 
contract to Merritt-Chapman & Scott employees in Cuba on the Nicaro 
contract is 2,500 to 1? 

Mr. Cremer. Well, that is calling them all men; yes. As far as 
salaries go, it wouldn’t be as high as that, because their policy is a 
high-class man, while we have perhaps over 1,000 laborers, of the 
lowest class of laborer on the job. 

Mr. Reuss. The total salary paid to Merritt-Chapman alumni on 
this proposition is $12,000 a year. What is the total salary to the 
2,500 Frederick Snare people? 

Mr. Cremer. I will have to give a guess on that, because the work 
has started in a small way and has developed, and we are putting on 
men very fast now that the grinding season is on and we can get good 
mechanics. 

I should say at a guess that this year it will be in the nature of $4 
million. 

Mr. Reuss. You have earlier testified, I think, that while you can’t 
make an accurate judgment as to the relative contribution of Frederick 
Snare and Merritt-Chapman & Scott to this contract, the figure of 95 
percent as your total contribution seems fairly close to right; is that 
correct ¢ 

Mr. Cremer. I don’t remember stating that, but it may be true. 

Mr. Reuss. Well, if that isn’t your best estimate of the relative con- 
tributions, I would appreciate your giving us your best estimate. 

Mr. Cremer. Well, it is a thing I wouldn’t want to guess at. I 
would rather compute that. I think that is as good a figure as I could 
arrive at without actually going into these figures themselves. 

Mr. Revss. Let’s let that go as follows, then, Mr. Cremer: If in the 
recess, or before Monday, you make computations which produce a 
result markedly different from the 95 percent—5 percent estimate that 
we are now making, will you so inform the committee that we may have 
the benefit of your thinking on that? 

Mr. Cremer. Yes, sir. The question has to do with the work as it 
is now progressing ? 

Mr. Revss. Yes. 

Mr. Cremer. The balance between the two companies as regards 
services rendered of former employees, or present employees? 
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Mr. Reuss. Yes. In the contract spelling out the arrangements be- 
tween Frederick Snare and Merritt-Chapman & Scott, what was said 
about the contributions that the two firms were to make to the joint 
venture? 

Mr. Cremer. The contribution of money, 50-50; the responsibility, 
50-50. 

Mr. Reuss. What do you mean by the contribution of money? 

Mr. Cremer. We have funds that we have advanced. They are not 
rcimbursables, as I have told you, and at the start of the work we 
advanced money to make it a going concern. It has also been on a 
50-50 basis in all matters. 

On the work itself, now that everything has been established, we 
have funds supplied by GSA to National Lead and by National Lead to 
us. We have a revolving fund which we use in paying bills and pay- 
rolls and turn in periodically. 

We turn in vouchers in order to get reimbursement for the amounts 
spent. 

Mr. Reuss. Now, in general, these reimbursable items are salaries 
and payrolls, are they not? 

Mr. Cremer. Yes, and purchases of materials and equipment. 

Mr. Reuss. For example, the 2,500 men that your organization has 
supplied are, of course, reimbursable. 

Mr. Cremer. Yes. 

Mr. Reuss. As is the one full-time man that Merritt-Chapman has 
supplied ? 

Mr. Cremer. Yes. You are speaking of Cuba only? 

Mr. Reuss. In Cuba, yes. 

Mr. Cremer. Yes, that is right. 

Mr. Reuss. But, the fact is that 95 percent—unless and until that 
figure is amended by your subsequent computations—95 percent of the 
reimbursable salaries, expenditures for purchases, have been generated 
by your side of the venture, rather than by the Merritt-Chapman side. 

Mr. Cremer. I didn’t realize that you intended to include in that 
the purchases. I think it was services you were referring to. 

Mr. Reuss. I was, and I want you to separate it out. 

Mr. Cremer. Well, that is the figure we talked about that I was 
going to check on. 

Mr. Reuss. But in terms of services rendered, reimbursable services 
rendered, around 95 percent of those total services was furnished by 
the Snare side, rather than the Merritt-Chapman side; is that correct ? 

Mr. Cremer. Well, it occurs to me that there is an indefinite point 
there that I should call attention to, namely, that on work of this 
kind, we pick up common labor that doesn’t belong to anybody. We 
may have had these same common laborers before and may not. They 
are available. They come in and look for work, and we put them 
on, 20 or 30 or 100 of them at a time. 

We don’t look into their antecedent. If they don’t deliver the 
work, we discharge them. They are not Snare men actually, although 
they may have worked for us before, and they are not Merritt-Chap- 
man men. They are put on for Snare-Merritt, and there is quite a 
bit of the force there now that would come under that category. 

Of course, when I said we contributed these old Nicaro employees, 
I was speaking more of the supervisory and technica] staff, down to 
foremen, say, and they are all Frederick Snare employees. 
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Mr. Reuss. So your testimony, as clarified, is that approximately 
95 percent of the reimbursable expenditures for supervisory and fore- 
men employees was furnished from the Snare rather than from the 
Merritt-Chapman side of the adventure ? 

Mr.Cremer. Yes. 

Mr. Reuss. In view of the fact that something like 95 percent of 
the foremen and supervisory personnel was your responsibility for 
furnishing, although, of course, it was reimbursable, would you not 
have been willing to undertake this contract for the $500,000 that 
you are to get under the contract, plus, oh, 5 percent or so? 

Wouldn’t that have put you out in as good a position as you are, 
in fact, going to be under the joint adventure ? 

Mr. Cremer. Apparently the figures are the same, if you call it 5 
percent fee, but I don’t believe that that basis would be acceptable 
- the Government. I don’t think that they would offer it on that 

asis. 

Mr. Reuss. Well, that wasn’t my question. It quite evidently, from 
your testimony, was not acceptable to the Government. They wanted 
a joint venturer in with you, but let us assume that the Government 
had been satisfied with you as the sole coordinating operating con- 
tractor. I take it from what you said that you would have been willing 
to conclude a contract not perhaps for the $500,000 that. you actually 
concluded for, but for something on the order of $540,000 or $550,000 ? 

Mr. Cremer. Well, such a proposition was never entertained at 
any time by anyone. It would be simply conjecture to make a state- 
ment on that now. 

Mr. Reuss. I realize that is conjecture, but I would ask you, never- 
theless, whether, having demonstrated your willingness by your signa- 
ture on the contract to do 95 percent of the job, personnelwise ,for 
$500,000, isn’t it probable that you would have been willing to do 100 
percent of the work for half a million dollars, plus another $40,000 
or $50,000? 

Mr. Cremer. Well, I would be unable to answer that. I don’t know. 
There are so many things involved in a decision of that kind. I 
really couldn’t answer that. I don't know what we would have said. 

Mr. Brooxs. Mr. Cremer, since you did and are doing the work 
now for the fee of the half million dollars, and you said earlier, I 
think, that that was a pretty small percentage, half a million dollars 
would be a rather small percentage based on normal engineering fees, 
construction fees, rather, I wonder then if you could give us sort of a 
concise statement as to why you did accept it on that basis other 
than the fact that you had some moral interest in the successful cul- 
mination of the Nicaro project. 

Mr. Cremer. I think that was the biggest thing about it. We had 
felt a moral obligation in connection with Nicaro. It has been a 
matter of pride to us for 15 years. It would have hurt us. We 
wouldn’t have been happy from then on to have stayed out and shown 
an unwillingness to do what the Government wanted in its own way, 
because we want to serve the Government; we want to have as credit- 
able a job delivered to the Government as possible. That goes a long 
way with us. 

Mr. Brooxs. You don’t feel that would have been done unless you 
had been there to work on it? 

Mr. Cremer. I beg your pardon ? 
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Mr. Brooxs. You had some doubts as to whether a creditable job 
would have been done unless you were there to finish it up / 

Mr. Cremer. I wouldn’t say that, but. I am sure the job could not 
have been done as economically with us out of the picture, and in as 
quick a time. 

There would have been a 414 month loss of time right at the begin- 
ning, for example, and a contractor that had to learn everything there 
is at Nicaro that we know now would not have been able to start off on 
the scale that we started or continue as we have continued, because 
so much of the time would have been given up to learning what was 
there. 

We knew what was underground. There were a lot of buried 
structures that don’t shown any plan. We call it—there are a lot 
of bodies buried, and we’‘know where the bodies are all buried. Piping 
has been changed—a man might say there is a vacant lot; we can put 
a building up there. Well, that building might just be covered with 
ducts underground or piping. There is amazing piping. There is a 
street there that is solid piping below ground. 

Mr. Brooks. Did it seem to you then that there was just no alter- 
native except to take a partnership if you wanted to fulfill what you 
felt was a moral responsibility 

Mr. Cremer. I think that was our thought that day we said, “yes.” 

Mr. Brooks. There was no other alternative except to take Merritt- 
Chapman & Scott as full partners, after your talk with Mansure on 
the 27th? 

Mr. Cremer. There seemed to be no alternative. 

Mr. Brooxs. Well, Mr. Younger, did you have any questions, sir, 
or Mr. Krueger ? 

Are you through, Mr. Reuss? 

Mr. Reuss. I have about one more question ; yes. 

It seems to me, then, that it was this moral obligation that you 
described and this sense of continuity toward the project which was 
responsible for the fact that actually, as I understand it, it wasn’t 
until after negotiations had gone along quite a way that a fee for 
your services was first mentioned. 

Mr. Cremer. That is correct. 

Mr. Revss. That is a little unusual, is it not, and it does indicate, 
does it not, that there had been a continuity of relationship with 
you and that there were some things more important to your firm in 
this case than the simple size of the fee ? 

Mr. Cremer. That is true. We felt at the time that we would get 
a square deal when it came to talking fee. Nobody wanted to talk fee. 

Mr. Reuss. If you go in cold on a proposition with a firm or person 
on the other side that you have never done business with before, you 
would talk fee with them much earlier than you did in this case, 
would you not? 

Mr. Cremer. Yes, indeed. That would be a very important thing 
to settle on, but with the Government, we very often go into a contract 
just this way and talk fee long afterward. 

_Mr. Reuss. And in this case, if you could have written your own 
ticket, written this contract as you wanted to, you would have taken 
it as a sole venture, rather than as a joint venture, would you not? 
Mr. Cremer. That was our natural desire. 
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Mr. Reuss. And I also gather that if you could have negotiated 
this according to your views, rather than according to the views of 
the other party, that you would have been willing to accept this con- 
tractual obligation as a sole venture and for a fee in the neighborhood 
of the half million dollars which you ultimately got? 

Mr. Cremer. That is pretty hard to say. I think it is likely we 
would have been willing to take less than a million dollars. I believe 
we would have, in the last analysis, if GSA were hardboiled about it, 
I suppose we would have to take what they were giving, but I hardly 
think they would cut us down to a half million. 

Mr. Reuss. But because of your continuity of relationship, as we 
call it, you would have been prepared to discuss a sole venture with 
a fee in the neighborhood of half a million ¢ 

Mr. Cremer. We would certainly have been willing to discuss it; 

es. 
Mr. Reuss. No further questions. 

Mr. Brooxs. Mr. Younger ? 

Mr. Youncer. This is all new to me, and I would like to try to 
get some chronological history on this. 

In the first place, if I understand you correctly, you went down 
there—or your firm went down there—to build a pier; is that true? 

Mr. Cremer. That is right. We didn’t go down there, though. 
We were there all the time. 

Mr. Younger. I know, but you had the contract to build the pier, 
that the general contract for the erection of the plant was in the 
name of Ford, Bacon & Davis. 

Mr. Cremer. I believe that was a little indefinite. They were the 
engineers in charge of the job. Now, I am not sure that they ex- 
pected to do it all. They are not normally contractors. However, 
they do some contract work; but this is a very big operation, and 
the engineering alone on it was quite a big meee 

My impression is that they wanted to do the whole thing, but 
whether that had been made formal, I am unable to say. 

Mr. YouncGer. Well, you say that some trouble developed in con- 
nection with the Ford, Bacon & Davis contract, and you were asked 
to take it over. Were you taking over just the engineering or were 
you taking over the contract, or were you taking over both? 

Mr. Cremer. We were not taking over the engineering, except for 
the special features that I have intimated—the water supply. We 
had designed this pier, and a lot of other things that we actually de- 
signed, but we were not taken on primarily as engineers but as con- 
tractors, only for erection of the plant. 

Mr. Youneer. Did Ford, Bacon & Davis stay on as engineers? 

Mr. Cremer. No; they didn’t stay on. 

Mr. Youncer. They were dropped out of the picture entirely? 

Mr. Cremer. Right. 

Mr. Younger. And you assumed both the engineering and the con- 
tracting ? 

Mr. Cremer. Those pieces of the engineering which I have enu- 
merated and all of the erection. 

Mr. Youncer. Who did the other engineering ? 

Mr. Cremer. Freeport handled most of that themselves. 

Mr. Youncer. That is the Freeport Sulphur? 

Mr. Cremer. Yes, sir. 
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Mr. Younger. Did they have a contract to manage the plant? 

Mr. Cremer. They had a contract to act as engineers on the design 
and erection of the plant, and they had a royalty agreement on the 
use of the ore which they owned; also an operating contract for pro- 
ducing nickel. 

Mr. Youncer. Then they had an operating contract? 

Mr. Cremer. Yes. 

Mr. Youncer. And they were the operators ? 

Mr. Cremer, Yes. 

Mr. Youncer. Now, at a later date, they were dropped? 

Mr. Cremer. Freeport, you are speaking of ? 

Mr. Youncer. Freeport Sulphur was dropped as an operating con- 
tractor; is that true? 

Mr. Cremer. Well, not exactly. The price of nickel dropped in 
i947 and it was found uneconomical to operate this plant. Inter- 
national Nickel simply lowered the price, and Nicaro was forced to 
operate at a profit or shut down. So the consensus of opinion dic- 
tated that it be shut down. 

Mr. Youncer. When it was reactivated, that date was 1951? 

Mr. Cremer. Yes. 

Mr. Younger. Who had the managing contract at that time to 
operate the plant 

Mr. Cremer. An organization known as Nickel Processing Corp., 
of which Billiton, the Dutch company, had the principal part. 

Mr. Younger. A Dutch company ? 

Mr. Cremer. Yes. 

Mr, Youncer. It was not a subsidiary of National Lead? 

Mr. Cremer. No. National Lead came into the picture then or a 
little later—not much later. They had a 30-percent interest as com- 
pared with Billiton’s 50-percent interest. 

Mr. Youncer. Well, 30 and 50 is only 80 percent. Who had the 
other 20? 

Mr. Cremer. A group of Cubans. 

Mr. Youncer. And that was in connection with the operation ¢ 

Mr. Cremer. Yes. 

Mr. Youncer. And there were three different operators then ? 

Mr. Cremer. Well, it was all one operating company. It is simply 
that these three companies held that proportion of stock. 

Mr. Youncer. It was a joint venture, then ? 

Mr. Cremer. No. 

Mr. Youncer. Well, what was the name of the operating company ¢ 
The Nickel Processing ? 

Mr. Cremer. Yes. 

Mr. Youncer. That was a corporation ? 

Mr. Cremer. Yes. That still exists. 

Mr. Youncer. And 50 percent of the stock is owned by National 
Lead. 

Mr. Cremer. Fifty percent was owned by Billiton ? 

Mr. Youncer. By the Dutch company ? 

Mr. Cremer. Yes. 

Mr. Youncer. Thirty percent by National Lead and 20 percent by a 
group of Cubans? 

Mr. Cremer. Yes. 
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Mr. Youncer. Nickel Processing Co. had a contract to manage it? 

Mr. Cremer. They also were the engineers on the reconstruction, the 
rehabilitation. We were running the rehabilitation as contractors. 
The Nickel Processing Corp. were the engineers directing the work. 
They were determining what work had to be done. 

r. YouncEer. Now, did they have, after you got the a so that 
it would operate, who was the operating company that had the contract 
to operate it? 

Mr. Cremer. That was still the Nickel Processing Corp. 

Mr. Youncer. Still there? 

Mr. Cremer. Yes. 

Mr. Youncer. Are they still there? 

Mr. Cremer. Yes. Still operating. 

Mr. Youncer. The Nickel Processing Co. is the one that is now 
the operating contractor ? 

Mr. Cremer. That is right. 

Mr. Youncer. Now, did they have a management contract that 
expired at any time in 1951 or 1952 or around in there ? 

Vas there a new contract made? 

Mr. Cremer. I don’t remember just when it was, but they did have 
a contract that was to expire. I believe it was extended, however. 
I am not too well up on that, but I know that the contract was extended. 

Mr. Youncer. It was extended ? 

Mr. Cremer. Yes. 

Mr. Youncer. You don’t remember the date of the extension ? 

Mr. Cremer. No. As I recall it, it was either 1953 or 1954. I 
understand there was some doubt as to the legality of it, but it has 
been extended. The Nickel Processing Corp.— 

Mr. Youncer. Can you tell me this: Was it extended by Mr. 
Méneiee whene he came in, or was it extended prior to Mr. Mansure’s 
regime ¢ 

r. Cremer. I think it was just prior. 

Mr. Youncer. What was the name of the GSA administrator be- 
fore; was it Mr. Jess Larson ? 

Mr. Cremer. Yes. I think that was one of his last official acts. 

Mr. Youncer. You think he extended that contract as the last 
official act just before he left office ? 

Mr. Cremer. I believe so. 

Mr. Youncer. And that contract is still in force ? 

Mr. Cremer. Yes. 

Mr. Youncer. And they have that managing contract? 

Mr. Cremer. That is right. 

Mr. Youncer. Now, as a part of that managing contract, I would 
gather from what you said that they had the right or they had the 
authority to recommend the contractor for this extension work. 

Mr. Cremer. No. I don’t believe that was given to them. That 
authority was given to National Lead under its new contract with the 
Government. 

Mr. Youncer. Now, if the Nickel Processing Co. still has the man- 
agement contract, where does the National Lead come in, other than 
a 30-percent owner of Nickel Processing? 

Mr. Cremer. They are now 74-percent owners of Nickel Processing. 

Mr. Youncer. When did that occur? 
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Mr. Cremer. Billiton got out, I believe, in the latter part of 1952. 
Perhaps it was early in 1953, but I think it was 1952. They got out 
and sold their interest to the two other stockholders who took the 
stock in the same proportion as what they already held. 

In other wotdn, National Lead acquired 30 percent of stock. The 
Cubans 20 percent more. So that has since been changed. There 
has been a redistribution of stock there, and the result is that National 
Lead, I think, has 74-percent interest and the Cubans have 26-percent 
interest. 

Mr. Youncer. Prior to the extension of this contract by Mr. Larson, 
National Lead then did have the majority stock in that company, 
of Nickel Processing, because you said it occurred in 1952, and this 
extension didn’t occur until 1953 ? 

Mr. Cremer. That is right. 

Mr. Youncer. So that when the extension occurred from Nickel 
Processing, in the extension of their contract, do you know how long 
it has to run yet? 

Mr. Cremer. As I recall it, until 1957 some time. 

Mr. Youncer. Which Mr. Larson extended. National Lead was 
the majority stockholder ? 

Mr. Cremer. That is right. 

Mr. Youncer. So that they were negotiating, then, as National 
Lead, but they were negotiating for Nickel Processing, and a company 
which they owned the majority of stock in. 

Mr. Cremer. I can’t answer that. I am not sure whether they 
wanted to negotiate as Nickel Processing. The only thing I know 
is that the arrangement was made between National Lead itself and 
the GSA for the expansion of the plant. 

Mr. Youncer. For the expansion only? I mean, that was a sepa- 
rate deal from the managing ¢ 

Mr. Cremer. Yes; separate from the managing. 

Mr. Youncer. All right. When they were given that contract for 
the expansion, do you know whether they had the right to select the 
oe, and the contracting firm? Was that a part of their respon- 
sibility ¢ 

Mr. Cremer. I believe they were given the responsibility for can- 
vassing the situation and recommending a contractor, nominating a 
contractor. 

Mr. Youncer. Well, I would judge that from the letters that you 
Stor: into the record; in other words, that May 14th letter, and your 
reply. 

Now, do you know whether that letter went to other contractors 
other than yourself? 

Mr. Cremer. I believe that went to many other contractors. 

Mr. Younger. Many other contractors? 

Mr. Cremer. Yes. 

Mr. Youncer. So that as a result, National Lead had the right to 
recommend, at least as far as you know, what other rights they 
may have had under the contract—we’re not sure of as yet, but we 
will get that from Mr. Mansure or one of the National Lead people— 
but they were to recommend the contractor, and they were to ex- 
amine these contractors and make a recommendation ? 

Mr. Cremer. That is correct. 
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Mr. Youncer. Now, do you know what contracting firm they rec- 
ommended to GSA ? 

Mr. Cremer. The first recommendation was Merritt-Chapman & 
Scott. 

Mr. Youncer. Merritt-Chapman & Scott, the one who was selected, 
then. 

Mr. Cremer. That is correct. 

Mr. Youncer. And I would judge, then, for instance, if Mr. Man- 
sure had approved their recommendation, that would have been the 
contracting firm, then, wouldn’t it? 

Mr. Cremer. That is right. 

Mr. Younoer. And that your coming into the picture was pretty 
much Mr. Mansure’s insistence ? 

Mr. Cremer. I believe so. I think he must have been in on that. 
He was away at the time. He was in California, but I have no doubt 
Mr. Pinkley consulted him before writing the ‘reply which he did, 
denying this combination. 

Mr. Youncer. Well, I would gather from your testimony and the 
conferences you had with Mr. Mansure, and what he said—and we 
can clear that up when Mr. Mansure appears—that it was on his 
insistence that your firm came into the picture. 

Otherwise, if he had approved recommendation of the National 
Lead, there would have just been one contractor. That is probably a 
correct assumption, isn’t it ? 

Mr. Cremer. [I believe it is. 

Mr. Younger. Now, in regard to these joint operations isn’t it gen- 
eral on a lot of large contracts? It is not exceptional, is it, joint 
vertures ? 

Mr. Cremer. No. It is not exceptional at all. 

Mr. Youncer. I think the Hoover Dam was one of the first joint 
ventures between 6 big companies, no 1 of them capable of doing all 
the work, and there has been a number of joint ventures. 

Mr. Cremer. Oh, yes. Right now people are still doing that all 
over the country. 

Mr. Youncer. Yes. I mean, that is not unusual. 

Is there some advantage in the way of personnel and know-how to be 
obtained by joint ventures? 

Mr. Cremer. Well, in many cases, yes. In the case of the Hoover 
Dam, for example—I think it was principally a matter of financing. 
That was unit price work that was being paid for what they did. It 
was not a fee job. They were spending their own money, and they 
were being paid back in accordance with the unit prices under the con- 
tract. It took a lot of money to finance that job. 

The matter of skilled personnel also. They pooled their resources 
when it came to the top supervisors and engineers. It was a successful 
undertaking, and the system worked. 

Mr. Youncer. I mean, it is not unusual at all to have joint ventures. 
This isn’t an exception in the contracting field, is it ? 

Mr. Cremer. No; of course this is a different kind of a contract. 

Mr. YounceER. In what way? 

Mr. Cremer. Well, it is different in lots of ways. Principally, well, 
this: No. 1 would be that it was not a case of financing. There was no 
financing problem. The Government was going to finance the work. 
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The Government was interested solely in the qualifications of a con- 
tractor to carry it out quickly and economically. 

Obviously, that would depend on the experience of the contestants 
in picking out the contractor, who was most likely to do that, com- 
plete the job successfully, quickly, and economically, with the expendi- 
ture of the least amount of money. 

Mr. Youncer. Now, who selected Mr. Ferguson, or Ferguson Co.— 
the engineers you mentioned ? 

Mr. Cremer. The H. K. Ferguson Co. 

Mr. Youncer. They are the engineers. 

Mr. Cremer. Yes. 

Mr. Youncer. Who selected them ? 

Mr. Cremer. That is a subsidiary of Morris & Knutsen Contractors. 

They were nominated by National Lead and accepted by GSA. 

Mr. Younarr. As a part of the management contract that they had 
with National Lead for their recommendations on contracts—con- 
tractors and engineers ? 

Mr. Cremer. I don’t remember just that way. This started some 
time before this construction contract came up; at least a year before. 
The design was underway for a year prior to the time that the con- 
struction funds became available. 

Mr. Youncer. You say it is a subsidiary of Morrison-Knutsen? 

Mr. Cremer. Morrison-Knutsen. 

Mr. Younger. Is that a large contracting firm? 

Mr. Cremer. That is one of the biggest. 

Mr. Youneer. Are they a pretty good firm? 

Mr. Cremer. Yes, they are a good firm. 

Mr. Youncer. Then it would be assumed that the engineering part 
of that firm would be probably pretty reliable? 

Mr. Cremer. Well, I suppose so. I am really not too well acquainted 
with them. 

Mr. Younecer. I don’t know them at all. 

Mr. Cremer. I know some of them, but I haven’t had a great deal 
to do with them. 

Mr. Youncer. But anyway, the nomination was made by the 
National Lead Co. ? 

Mr. Cremer. Yes. 

Mr. Youncer. Who has the overall contract for this extension ? 

Mr. Cremer. It was either National Lead or Nickel Processing 
Corp.; I don’t know which. But the contract when it was finally 
formalized, which was just shortly before the construction contract 
was let, was the National Lead. 

Mr. You NGER. Do you know whether it is customary for most of 
these large contracting firms like Morris-Knutsen you mentioned 
and Kaiser and all of those firms to have public relations offices here 
in Washington; those companies that do a large business with the 
Government ? 

Mr. Cremer. I believe they do; a great many of them do, anyway. 

Mr. Youneer. That is a fairly accepted custom, isn’t it, with most 
of those contractors ¢ 

Mr. Cremer. Yes; I believe it is. 

Mr. Youncer. I think I have seen a list of people that represent 
an contractors at times, and there seems to be quite a large list of 

em. 
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I would judge from that that it was kind of a general custom. 

Mr. Cremer. I don’t think it is general, but several people do it. 

Mr. Youncer. Well, do you think a majority of them do it? 

Mr. Cremer. No. 

Mr. Youncer. Of the large contractors ? 

Mr. Cremer. Well, you would have to draw the line somewhere. 

Mr. Youncer. I mean those that do a large business with the 
Government ? 

Mr. Cremer. Well, I don’t know really. I don’t believe it is a very 
large proportion. 

Mr. Youncer. Well, I guess we can get that from Mr. Luther when 
he comes, anyway. 

Has your firm ever taken a contract involving $43 million with a 
$500,000 fee in it on a cost-plus basis? 

Mr. Cremer. Well, I am unable to answer that. We have taken 
bigger jobs than that. We did the work for the United States Navy 
during World War II at Guantanamo Bay. We built the naval lase 
there. And that ran upwards of $50 million. 

The fees in those days were entirely different. We were at war. 
We were ready to work for the Government, period. And the fees 
were set by the United States Navy. We took some terribly low 
fees there. And I think everybody was stretching to do something 
for the cause. 

Mr. Youncer. I mean other than a war contract like that. 

Mr. Cremer. Yes. 

Mr. Youncer. I mean in general, your contracts, would you go into 
a cost-plus contract normally involving a $43 million expenditure for 
a $500,000 fee ? 

Mr. Cremer. Only if there were particular circumstances involved 
that made it incumbent upon us to do it. It is a rather low fee. 

I believe actually some of the work we did for the Navy was as low 
as 214 percent. 

The fee there sometimes wasn’t set until after the work was finished. 

Mr. Youncer. That was true during the war period ? 

Mr. Cremer. Yes. 

Mr. Younger. Then they were all subject to renegotiation after- 
wards? 

Mr. Cremer. Yes; a lot of them got cut down. 

Mr. Youneer. Was this work in Cuba a part of the War Production 
Board work originally ¢ 

Mr. Cremer. I don’t think the first construction was, but of course 
it was intimately involved there. And there were a lot of major bodies. 
That was really—the money was supplied by the Reconstruction Fi- 
nance Corporation, which was in existence then ; and the work was con- 
ducted and our contract was made with the Defense Plants Corpora- 
tion. We were working for them. 

Mr. Youncer. Do you know whether the Joint House and Senate 
Committee on War Production have had anything to do with that op- 
eration down there in Cuba at all? 

Mr. Cremer. Well, if I am not mistaken, didn’t the Joint Committee 
of the House and Senate conduct an investigation not long ago? 

I don’t know whether that is the same that you are intimating. 

Mr. Younger. The Joint Committee on War Production. 
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Mr. Cremer. Yes. They conducted a hearing on August 3. 

Mr. Youneer. Of this year? 

Mr. Cremer. Of last year. 

Mr. Youncer. Was it a similar hearing to this? 

Mr. Cremer. Well, it is hard for me to compare. 

Mr. Youncer. I know. But were you a witness? 

Mr. Cremer. I was not at that hearing; no. 

Mr. Youncer. You were not called as a witness? 

Mr. Cremer. No. 

Mr. Brooxs. Mr. Younger, I see that we have Mr. Wildner here, 
and we will hear him this afternoon. He is vice president of National 
Lead and president of Nickel Processing; now, I know that we can 

et the fullest details about Nickel Processing from the president, who 
as consented to be here this afternoon. I see him here now. 

Mr. Youncer. Yes. Well, I was through with that. I am now 
trying to find out whether Mr. Cremer knew about any inquiry that 
was conducted or investigation was conducted by this Joint House 
and Senate War Production Committee, which has generally looked 
into these plants that are doing war production work, and he said they 
held a hearing this last August. 

I haven’t seen that report. I would like to, but you were not a wit- 
ness at that hearing. 

Mr. Cremer. No. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Brooxs. Mr. Krueger? 

Mr. Krvecer. No. 

Mr. Brooxs. Now, Mr. Cremer, I would like now to go to the mat- 
ter of the insurance and try and get an examination of that and see 
how that was worked out, and in regard to the invitations to bid for 
the expansion insurance, whose function was it to select the insurance 
broker. 

Mr. Cremer. Snare-Merritt. 

Mr. Brooks. It was the Snare-Merritt responsibility ? 

Mr. Cremer. Yes. 

Mr. Brooxs. What was to be the criteria for this selection of a 
prospective broker ? 

Mr. Cremer. I don’t believe there was any such thing. It came 
about simply by reason of the fact that the bids were taken on the 
insurance. Half a dozen of the insurance companies in Cuba—the 
ones who qualified as to size—were asked to bid on the compensation 
insurance, and terms were set forth in that in great detail. One of 
them was that Snare-Merritt reserved the right to appoint the broker 
or brokers. 

Mr. Brooxs. Normally when you appoint brokers for your opera- 
tions in Cuba, what criteria do you in on try and look for? 

Mr. Cremer. In appointing our brokers? 

Mr. Brooxs. Yes. As your general practice. 

Mr. Cremer. The general business practice is to appoint a man 
of high standing in the community, and one who will be of service to 
the assured—not only in respect to the business at hand, but in other 
ways, there are numerous things in keeping a contractor advised, for 
example, what is going on and when troubles come up in regard to the 
policy, wages paid or rates that apply, they represent the contractor 
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in negotiations with the Labor Department of the Government, and 
sometimes the labor unions—if it is a union that is involved. 

Mr. Brooxs. When you say “a man of respect in the community,” 
you mean the community where you are doing the construction ? 

Mr. Cremer. Either there or in the country—the general terrain 
involved. In this case, throughout Cuba. 

Mr. Brooks. What was to be the broker’s fee, and who was to pay 
this fee ? 

Mr. Cremer. The fee is always puid by the insurance company, 
and that is stipulated by the Cuban law. The companies must pay 
a broker 10 percent of the premiums received, covering the policy. 

Mr. Brooks. As the project manager of the Snare-Merritt partner- 
ship, was it your function to select the broker ? 

Mr. Cremer. Yes, it was. 

Mr. Brooks. Did many brokers solicit this business from you ? 

Mr. Cremer. Yes, they did. 

Mr. Brooks. Did the firm of Balmer & Moore solicit this business? 

Mr. Cremer. Yes. 

Mr. Brooxs. Would you give us the members of the firm who ap- 
proached you and the dates, and the gist of the conversations ? 

Mr. Cremer. I had very little to do with it, except with Balmer & 
Moore and Franca. Balmer & Moore, of Chicago, they sent a repre- 
sentative to see me in the early part of 1955—in January of 1955. 

Mr. Brooks. Do you recall who it was? 

Mr. Cremer. A man named Erwin Shafer. He is usually known 
as Mike Shafer. 

He called at my office, showed me his card, and said he would like 
to get the brokers’ matters settled and signed up. I told him that we 
were a joint venture. I was the project manager on the joint venture, 
but in matters of this kind 2 people were involved—namely, Fred- 
erick Snare Corp. and Merritt-Chapman & Scott—2 parties involved. 

I suggested that he talk to Merritt-Chapman about it first, and I 
made an appointment for him with the vice president, Mr. Schott. 
I believe he talked with Mr. Schott that afternoon very briefly, but 
not conclusively. He called me about a month later and said that he 
had seen Mr. Schott and that everything was lined up with Merritt- 
Chapman. 

I told him—and he said they are ready to sign up. I said “There 
is something else involved in it, of course. The law requires us to pay 
a Cuban broker.” 

Mr. Brooks. That is the law in Cuba? 

Mr. Cremer. That is the law in Cuba, yes. 

We had a man by the name of Franca who had been our broker for 
years—about 30 or 40 years. I suggested that we make a 50-50 
division of the commission—50 percent to Balmer Moore and 50 per- 
cent to Franca. 

Well, he thought he ought to have more than that. We got into 
quite a discussion, and I suggested he ask Mr. Balmer to come down 
and talk to me. I thought I could explain it to him better. In 
fact, Shafer couldn’t understand why a Cuban had to be in it at all. 

The fact is that the law does require that. 

Mr. Balmer came down to see me, and he also protested that 50-50 
was—50 percent was a big amount to pay to the Cubans. I told him 
the Cuban was really going to do some work on this and already had 
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worked on it, because we had been in a long negotiation with the Cuban 
Government Department of Labor, and others, in order to get the 
benefit of the preferential rate of Frederick Snare Corp. which en- 
a a 1624-percent discount on going rates established by law in 
Cuba, 

That was a very long drawn out negotiation, and He said well, he 
could see the need of a Cuban broker. He could see that was a vital 
part of it—we couldn’t get out of that. He wanted to know if some- 
thing less than that wouldn’t suflice—say, 25 percent for the Cuban. 

Well, I told him it didn’t sound right to me, that the man was really 
going to do the major part of the work and get one fourth of it that 
way—and furthermore, Franca is of great value to us in Cuba for the 
advice he gives us on matters of labor and relations with the Cuban 
labor department, and he was not in a position to furnish any of that 
himself. But he went away still grumbling, and I said “Well, give me 
a chance to talk this over with the other members of my company, 
and I will see what I can come up with. 

Mr. Brooks. Mr. Balmer’s visit was on what date? 

Mr. Cremer. About the first of March. 

Mr. Brooks. Mr. Shafer has been in in the preceeding month—in 
February ¢ 

Mr. Cremer. Yes, he had come in in January, around the 20th of 
January—say on or about the 2ist of January he was there. 

The second conversation I had with him was over the telephone. 
He called me up to say that he had Merritt-Chapman’s approval. 

Mr. Brooks. Mr. Balmer went back to Chicago ? 

Mr. Cremer. He went back to Chicago, and I talked to our people 
at length, and I talked to Mr. Gomba in Havana. He talked to Por- 
firio Franca. We came up with the solution that we would pay Mr. 
Balmer two-thirds and pay Franca one-third. Franca was willing 
to accept that, and that is the way it ws divided. 

Mr. Brooks. Did anyone else at any time other than the Merritt- 
Chapman people suggest to you that Balmer & Moore should be 
selected as the broker ¢ 

Mr. Cremer. Merritt-Chapman didn’t suggest that. 

Mr. Brooks. Didn’t Mr. Shafer tell you that he had worked it out 
with them, and that he had their approval ? 

Mr. Cremer. Oh, yes, after I had made this appointment with Mr. 
Schott to go up there and talk, and he had an unsatisfactory talk. 
They then later got down to cases with him, and a month later was 
when he called me back and said Merrit-Chapman was ready to go 
along with us. 

Mr. Brooks. Now, did anyone else at any time suggest to you that 
Balmer & Moore should be selected as broker ? 

Mr. Cremer. Yes. 

Mr. Brooks. Could you give me the name of the person and the inci- 
dent relative to the suggestion that Balmer be the broker for this Cuban 
operation ? 

Mr. Cremer. Mr. Mansure. 

Mr. Brooxs. What did hetell you? When was this? 

Mr. Cremer. Well, this was the day after he got back from that 
trip to the West, which was July 16, 1954. He stated that being from 
the Middlewest he had that atmosphere out there, and people in gen- 
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eral—suppliers of materials and equipment, and insurance people and 
every else—felt that on a Government job the whole United States 
was involved. It was unfair to give all of the orders to easterners, 
such as the way people in New York seemed to work. 

Well, I told him we didn’t do that. We bought all over the country. 
If anyone could supply us better than a supplier in New York, we were 
very glad to deal with them, and in connection with the insurance, 
he said he thought that also should be given to—a chance should be 
given to the Middlewest—and suggested Mr. Balmer. 

I told him I would be very | to talk to Mr. Balmer, and I asked 
him for his address. He said, “Well, I will send him in to see you.” 
That was the conversation. 

Mr. Brooks. This was during the negotiation on whether or not 
you were going to—— 

Mr. Cremer. This was during the last stages of the negotiation. 

Mr. Brooxs. In the last stages of the negotiation for the contract to 
do the job in Cuba? 

Mr. Cremer. Yes. 

Mr. Brooks. And at that time he suggested that you have Mr. Bal- 
mer as the broker ¢ 

Mr. Cremer. Yes. 

Mr. Brooks. And you didn’t even know him at that point ? 

Mr. Cremer. No; I hadn’t met him. 

Mr. Brooxs. When this firm, as it later developed, was selected as a 
broker for the expansion insurance in Cuba, did you assume that the 
firm held a broker’s license in Cuba ? 

Mr. Cremer. No. I think I went into that, and I knew they didn’t. 
T knew they didn’t have a license in Cuba. 

Mr. Brooxs. Did you assume that they had a broker’s license in the 
United States ? 

Mr. Cremer. I assumed they must have a license, at least in Illinois. 

Mr. Brooks. A broker’s license? 

Mr. Cremer. A broker’s license; yes. 

Mr. Brooks. I have no further questions on that. 

Mr. Younger, would you care to ask any questions? 

Mr. Youncer. In connection with the insurance, did they call for 
sealed bids on the insurance? 

Mr. Cremer. Only the insurance, yes. From the various insurance 
companies. 

Mr. Younger. Well, did the bids come in from companies, or did 
they come in from brokers? 

Mr. Cremer. They came in from companies. 

Mr. Younger. In other words, the deal, the transaction, was with 
an insurance company, not a broker? 

Mr. Cremer. That is correct. 

Mr. Younger. And the companies themselves made sealed bids, or 
tendered sealed bids for the insurance ? 

Mr. Cremer. They delivered sealed bids to the Frederick Snare- 
Merritt office in Cuba, and they were sealed there in the presence of 
the insurance representatives, and mailed to me in New York. I put 
them in the safe, and we opened them in the presence of representa- 
tives of GSA, and representatives of National Lead. 

Mr. Youncer. They can issue it direct without paying a brokerage 
fee? 
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Mr. Cremer. They have to pay a brokerage fee. 

= Youncer. That is what I said. They have to deal with a 
broker. 

Mr. Cremer. No. They have to pay a broker, but we deal directly 
with the insurance company. 

Mr. Younesr. A broker has to be in the deal. He has to be paid. 

Mr. Cremer. He comes in later. We usually deal direct with the 
insurance company. 

Mr. Youncer. You deal direct with insurance companies? 

Mr. Cremer. Yes. 

Mr. Youncer. Were these United States companies, or foreign com- 
panies, or both? 

Mr. Cremer. Well, there was one company that had been estab- 
lished—well the American International Underwriters, for example, 
an American company, they competed. Some American companies 
are capable of work in Cuba. There is an El Globo in Cuba, which 
is affiliated with Globe in New York, and I believe with Globe in 
London. I am not positive about that, but there are connections of 
that kind, and the criterion of the setup was that it must be a Cuban 
or an American company capable of working in Cuba, and we set 
up a requirement in regard to assets in Cuba. There were two big 
Cuban companies that bid, the Fianzas and the Alianza, and there 
were a few other smaller companies. 

The low bid was the bid of Alianza, and the same figure was bid 
by El Globo, which was a smaller company with assets in Cuba, and 
it happened to be the company that already carried the account of 
Nickel Processing. 

So it was a question involved there, and also the matter of whether 
all these companies or any of them would be entitled to a special dis- 
count given Frederick Snare Corp. on prior work—in this case on 
work that was being handled by Snare-Merritt. 

That took about—well, it.took a couple of months to resolve. When 
that was resolved. it. was determined that it was Frederick Snare’s 
own rate and could: be applied to this job, there was a choice between 
Alianza and Globe, and the decision was made by GSA. We passed 
up an abstract giving all of the details to National Lead. They sub- 
mitted it to GSA, and the word came back to give the account to 
Alianza. 

Mr. Youncer. Is that a Cuban company ? 

Mr. Cremer. That is a Cuban company. 

Mr. Youncer. Not an American company ? 

Mr. Cremer. No. . 

Mr. Younger. It is a Cuban company that wrote the inurance? 

Mr. Cremer. Yes. They have reinsurance in the United States, 
but they are the Cuban company who writes the policy. 

Mr. Younger. But it is reinsured in the United States? 

Mr. Cremer. Yes. 

Mr. Younger. Did they have the previous insurance down there, 
with your company ? 

Mr. Cremer. No. Although at that time we were operating with 
them too on one job. But most of our business had been handled by 
Fianzas, and the work was started at in order to get started, we got 
a binder from Fianzas to cover us until the matter of the insurance 
could be settled formally. Things took longer than expected, so that 
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went on from October of 1954 until finally the contract was given, or 
the policy was given to Alianza in April—the end of April, and at 
that time we started business with the other man, and Fianzas was 
canceled. 

Mr. Youncer. Was the reinsurance at that time taken out with 
English companies or with American companies? 

Mr. Cremer. American companies. 

Mr. Younger. That is all. 

Mr. Brooxs. I had one further question : Do you know offhand what 
the normal broker’s commission is in the United States ¢ 

Mr. Cremer. There is nothing set by law. It is just a matter of 
procedure and custom. On a small job it might run up as high as 
15 percent, but on anything of this size, the fee here might be 2 or 3 
percent. 

Mr. Brooxs. Well, Mr. Cremer, I want to thank you very much for 
your taking time off from your work to come down here and testify. 
I think it has been very helpful and interesting, and we want to 
adjourn very shortly—but I wanted to ask if several other witnesses 
are here, because we wanted to give them the rules so they will know 
exactly what the procedure is. 

I wondered if Mr. Schott were present now ¢ 

Mr. Cremente. Mr. Chairman, he is not. I would like to make a 
statement. I spoke to Mr. Carter. My name is L. Gary Clemente 
of the firm of Manning, Hollinger & Shea, 41 East 42d Street, New 
York City. 

Mr. Schott took his mother to the hospital for an operation this 
morning. If you decide to have him here this morning I will call him 
and he will come immediately. But he would prefer coming some 
time next week, if that would be possible. 

Mr. Brooks. Well, I think so. We are sorry to hear about his 
mother’s illness, and we will notify you about that. 

Mr. Cremente. I would like to speak for Mr. Wolfson, also. I am 
unable to obtain the whereabouts of Mr. Wolfson. I would be glad 
to present him next week. 

Mr. Brooks. Thank you very much. Is Mr. Purdy here? 

_ Mr. Cremenrte. I also include Mr. Purdy in that. He is in Cuba, 
sir. 

Mr. Brooks. He is in Cuba now? 

Mr. CLEMENTE. Yes. 

Mr. Brooks. Mr. J. B. Bonner, is he present ? 

Is Mr. Frank Luther present? Apparently not. 

Well, then, we would like to adjourn now until 1:15 if that suits 
you gentlemen, and we will be back here then and call Mr. Gerstle and 
the remaining witnesses who are present this afternoon. 

(Whereupon, at 12:15 p. m. the hearing was recessed, to reconvene 
at 1:15 p. m.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 1:30 p. m., Hon. Jack Brooks, 
chairman of the subcommittee, presiding. ) 

Mr. Brooxs. The subcommittee will please come to order. 

We would like to call, now, Mr. Gerstle. Is Mr. Gerstle here? 

Will you please raise your right hand and be sworn ? 
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Do you swear that the testimony you are about to give this subcom- 
mittee will be the truth, the whole truth and nothing but the truth, 
so help you God ? 


TESTIMONY OF WILLIAM H. GERSTLE, CHIEF PURCHASING AGENT, 
FREDERICK SNARE CORP., NEW YORK CITY 


Mr. Gerstie. I do. 

Mr. Brooks. Be seated, sir. 

It would help very much if we can work out some way for you 
to use that microphone. 

Would you give your name to the committee, and your capacity 
with the organization with which you are connected ? 

Mr. GerstLe. William H. Gerstle, chief purchasing agent, Fred- 
erick Snare Corp, 233 Broadway, New York. 

Mr. Brroxs. How long have you been with them ? 

Mr. Gerstie. Twenty-five years. I have been purchasing agent 
since 1918. 

Mr. Brooks. Since 1918? 

Mr. Gerstie. Yes, sir. 

Mr. Brooks. Could you give us the actual number of Merritt-Chap- 
man & Scott people who are working in the New York purchasing 
office of Snare-Merritt ? 

Mr. Gerstiz. All I can say is, up to the time that I left that office, 
there were four that we got from Merritt-Chapman. 

Mr. Brooks. What was the date that you left that Snare-Merritt 
office ? 

Mr. Gerstie. June 17, 1955. 

Mr. Brooxs. And you had been there for how long, sir? 

Mr. GerstLe. Since September 20, 1954. 

Mr. Brooxs. During that period of time, you all had purchased 
roughly how much, or had ordered roughly how much material, 
equipment and otherwise, for this Nicaro project? 

Mr. Gerstie. I am afraid I can’t tell you. I don’t know. I know 
there are about 1,400 or 1,500 purchase orders, but as to the dollar 
volume, I don’t know. 

Mr. Brooks. Well, essentially what was the purchasing procedure? 
Just run through the routine of how you did it. 

Mr. Gerstie. Well, the procedure there was that orders would 
be placed on a basis of requisitions issued by our field office at Nicaro, 
or bills of material issued by our engineering department at the 74 
Trinity Place address. 

Once we got those requisitions or bills of material, we would prepare 
what we called the list of bidders, which would be sent to National Lead 
for their approval. When they approved it, we would send them—we 
would canvass the field in accordance with that approval as to bidders, 
and after the bids came in, they would be received by me and turned 
over to the respective buyer to whom I had assigned the work, and 
these buyers would prepare what we call an abstract. 

It is simply a summarizing of the bidders, the amount of money, 
and our recommendations as to the award. Once that was accom- 
plished, that would be sent over to National Lead with a purchase order 
already prepared in anticipation that our recommendation would be 
ascaplalits 
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As soon as National Lead approved it, which meant that also a 
counter signature by General Services Administration was necessary, 
it would come back to me, and then, of course, back to the buyer and 
sent out to the vendor, and, of course, after the vendor got it, then we 
would have our expediters get after them and ultimately, when they 
got up shipping papers, we would have our traffic manager do the 
shipping. : 

I mention that because my jobs there consist of the purchasing, the 
expediting and the traffic. 

Mr. Brooks. Did National Lead ever alter the Snare-Merritt list of 
bidders that you sent over? 

Mr. GerstLe. Yes,sir. Sometimes they would delete and sometimes 
they would add. 

Mr. Brooxs. Why would they delete prospective bidders? 

Mr. GerstLe. Sometimes they felt we were getting too many bids. 

Mr. Brooxs. Why would they add bidders? 

Mr. Gerstix. Well, perhaps they thought that we didn’t canvass it 
sufficiently. 

Mr. Brooks. You say you left there June 17th? 

Mr. Gerstir. Yes, sir. 

Mr. Brooks. Of 1955? 

Mr. Gerstie. Yes, sir. 

Mr. Brooks. Was there any peculiar circumstances surrounding 
your leaving? 

Mr. Gersttr. I have no idea why I was asked to leave. 

Mr. Brooxs. I wonder if you would explain what actually happened 
in regard to the purchase of the power shovel from the Marian Co. and 
also the purchase of electrical equipment from Westinghouse Corp., 
which submitted a bid some 10 days late, and also the purchase of the 
dryers from the Allis-Chalmers people. If you could just give me a 
rundown of what happened in those instances, I think the committee 
would be interested. 

Mr. Gerstie. On this order that was placed with Marian Steam 
Shovel Co., that was the result of canvassing of bids, and it was for two 
cranes of a capacity of a 4-cubic-yard shovel. We had the bids, and 
we were instructed by National Lead not to make a recommendation, 
but to simply put it on the abstract, show the bidders and the suport- 
ing papers, which is what we did. 

_ Then, of course, Mr. Purdy, who was deputy to Mr. Cremer, at that 
time, he came in, I guess, a week or so later and instructed me to have 
an order ready for Marian on the following Monday. That is what 
ere on that. 

r. Brooxs. Was Marian the low bidder? 

Mr. Gerstie. No, sir. 

Mr. Brooxs. They were not the low bidder? 

Mr. Gerste. No, sir. 

Mr. Brooxs. Do you recall who the low bidder was? 

Mr. Gerstte Lima. I think they got it through an agent, Franz 
Equipment Co. of New York. 

Mr. Brooxs. And they were lower than the Marian equipment ? 

Mr. Gerstie. Yes, sir. 

Mr. Brooxs. How much lower, do you recall offhand ? 

Mr. Gerstie. I haven’t my exact figures to mind, but I suppose 
$15,000 more or less. 
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Mr. Brooxs. $15,000 more or less ? 
Mr. Gerstie. Apiece; yes. 
Mr. Brooxs. Now, on the Westinghouse Corp. bid that came in 
10 days late, do you recall that electrical equipment bidding ¢ 

Mr. Gerstie. No. I don’t recall, and I think I should tell you, the 
Westinghouse order was actually placed by the Ferguson Co.; that 
is, during my tenure. Any orders that were placed prior to June 17 
are, of course, all I can talk about. 

Mr. Brooks. Yes, sir. 

Mr. Gerstie. Now, the Ferguson Co. issued an order to Westing- 
house, and later on they issued a revision in which they stated that at 
a subsequent date, Snare-Merritt would reaffirm it and take over the 
order, including payment, and, of course, shipment—payment and 
—— of the motors in question. 

So that is all I know about it. All we did was to copy the Ferguson 
order, the order Ferguson had prepared for Westinghouse. 

Mr. Brooxs. Now, on the purchase of the dryers, are you familiar 
with that ? 

Mr. Gerstiz. That is the same circumstance as the Westinghouse. 
The order was placed by Ferguson. At a later date, the vendor, that 
is, Allis-Chalmers, received a revision, of which we had a copy, stating 
= ee would reconfirm it, and which, of course, is what 
we did. 

Mr. Brooxs. Now, in the purchase of these dryers, didn’t they have 
two sets of bids? Do you remember the first set of bids? 

Mr. Gerstie. I didn’t see any bids. 

Mr. Brooxs. You didn’t see any bids? 

Mr. Gerstiz. The whole thing was done, and it was handed to me as 
a package completed. 

Mr. Brooks. And you never did see what the first bids were ? 

Mr. Gerstie. No, sir. I was not concerned. Weil, my duty there, 
as I understood from National Lead, was simply to follow instruc- 
tions which were to confirm what Ferguson had done. 

Mr. Brooks. Who is in charge of purchasing now at Snare-Merritt ? 

Mr. Gerstie. Richard Park. 

Mr. Brooks. I wonder if you would read this letter and explain just 
what it is? Just identify who it is from and who it is to, essentially. 

Mr. Gerstie. This letter is from General Services Administration. 
dated June 10, 1955. Do you want me to read it, sir? 

Re: Purchase Orders of Merritt-Chapman & Scott and National Lead subsidi- 
aries. 
Mr. J. P. PINKLEY, 
Chairman, Nickel-Graphite committee, 
General Services Administration, Washington, D. C. 


Dear Mr. PINKLEY: Transmitted herewith is the following tabulation of 
Merritt-Chapman & Scott with National Lead Co. subsidiaries. 


Then they enumerate the orders. 


Order No. 1321, Milton Steel Division, reinforcing steel, $37,111.39 

1348, Marian power shovel, trunk mounted crane, $28,045 

2189, Marian power shovel, Marian-type 111-N crawl lifting crane, $234,500 
2255, Milton Steel Division, reinforcing rods, $21,056 

2073, Southern Pipe and Supply, pipefittings, $2,126.92 

2151, Southern Pipe and Supply, pipefittings, $2,538.92 

2278, Southern Pipe and Supply, pipefittings, $1,356.97 

2372, Southern Pipe and Supply, pipefittings, $619.62 
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Total, $327,354.82 
1361, National Lead, lead, $166 
1260, National Lead, lead, $170 
17268, National Lead, lead calking, $1077.10 
1969, National Lead, lead calking, $1,754.50 
Total, $3,167.60 
Verys truly yours, 
CARL LEBERHOLM, 
Project Engineer, GSA. 

Mr. Brooxs. That seems to be in order, doesn’t it ? 

Mr. Gerstie. Yes. That is right. 

Mr. Brooxs. Now, I have no further questions for you. I won- 
dered, did you have any, Mr. Reuss? 

Mr. Reuss. No questions. 

Mr. Brooxs. Mr. Younger? 

Mr. Youncer. Yes. 

In regard to the steam shovel, I suppose it was a steam shovel, 
wasn't it? 

Mr. Gerstie. Actually, it is a diesel shovel. It wasn’t a shovel; 
it was a crane, sir. 

Mr. Youncer. Was it the one that was purchased exactly the same 
as the one on which you had the bids? 

Mr. Gersttr. I can’t say that. No two manufacturers make a 
crane exactly the same way. 

Mr. Youncer. Were they of the same capacity ? 

Mr. Grrstiz. Same capacity; yes, sir. 

Mr. Youncer. So far as you know, they were exactly the same 
cranes and for the same purpose? 

Mr. Gerstie. For the same purpose; yes. 

Mr. Youncer. That is all. 

Mr. Brooxs. Mr. Krueger ? 

Mr. Krvrcer. No questions. 

Mr. Brooxs. Thank you, Mr. Gerstle. We appreciate your coming 
down. 

Is Mr. Bryer here? 

Mr. Breyer. Yes, sir. 

Mr. Brooxs. Would you please come forward, sir? 

Would you please raise your right hand? 

Do you swear the testimony you are about to give for this subcom: 
mittee is the whole truth, and nothing but the truth, so help you God! 


TESTIMONY OF FRANK G. BREYER, ENGINEER 


Mr. Breyer. Yes, sir. 

Mr. Brooks. Thank you, sir. Be seated. 

Would you give the committee your full name and your capacity 
as an engineer ? 

Mr. Breyer. Frank G. Breyer. I am senior partner of an egnineer- 
ing partnership, practicing generally in the field of extracting metal- 
lurgy and processing. The organization consists of a varied amount 
of engineers and those who work with engineers of somewhere between 
250 and 300 people, fluctuating. 

Mr. Brooks. Thank you. Would you read this letter into the record, 
sir, which is from you to Mr. James P. Pinkley of the GSA, and 
generally, I think, outlines the original agreement, more or less? 
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Mr. Breyer (reading) : 


DeaR Mr. PINKLEY: Pursuant to my several conversations with you, I wish 
to state that I have taken up with the partnership the matter of Singmaster & 
Breyer acting as consultant to the Nickel Committee of the General Services 
Administration and have the following to report. 

Singmaster & Breyer offer their technical, economic, and business advisory 
service to the Nickel Committee specifically for review, consultation, and esti- 
mating purposes on the proposed enlargements of nickel producing facilities at 
Nicaro, Cuba. 

It is understood that Singmaster & Breyer will have no responsibility for 
design, construction or operations, but this organization will be employed solely 
as consultants, reviewers, and advisors to the committee. 

They are prepared to render these services for a period of up to 3 years,- or 
until the plant is constructed and in operation. Their charges for such services 
will be at the rate of $24,000 per year, payable monthly at the rate of $2,000 per 
month, 

The part-time services of one or more of the nine partners qualified in this 
field will be available to the committee, as well as the part-time services of what- 
ever members of our staff are required for review and consultation on the various 
aspects of the Nickel Committee’s interest as the work progresses. 

In addition to the charges mentioned above, Singmaster & Breyer shall be 
reimbursed for all out-of-pocket expenditures such as travel, long-distance tele- 
phone calls, telegrams, cables, and charges for professional and testing services 
rendered by outside parties at the request of the Nickel Committee. 

If drafting room services are required beyond the sketching stage, Singmaster 
& Breyer will be reimbursed for such work on the basis of payroll plus 100 
percent. 

It is understood that Singmaster & Breyer will have free and direct access 
to all personnel and information connected with or related to the project. 

SINGMASTER & BREYER, 
FRANK G. BREYER. 


Mr. Brooxs. Thank you, Mr. Breyer. I wanted to read into the 
record the compensation and the term of the contract specified in the 
contract between the GSA and Singmaster & Breyer, and I would 
like for you to just take a look and see if this is substantially the con- 
tract you had. I think it is an accurate copy. 

Mr. Breyer. There are two contracts. This is the first one, the 
7th day of June, and then that contract which provides for extension 
was renewed on June 29, 1955. 

Mr. Brooxs. Thank you. I will-read those two and save you the 
trouble. 

This is as you pointed out, the original contract entered into the 
7th of June in 1954 between your organization and the GSA, and 
article III is compensation. 


(a) As the fee for the services herein enumerated, the Government shall pay 
the consultant the fee of $24,000 per annum, payable monthly in increments 
of $2,000 each. Said fee shall, except for reimbursable costs as hereinafter pro- 
vided, rendered hereunder. 

For any extension of this agreement beyond the terms specified in article IV 
hereof, the Government shall pay the consultant at the rate of $2,000 per month 
for any periods of less than 1 month. Payment will be prorated by the number 
of days in the month. 

(b) The reimbursable cost. In addition to the fee specified in (a) above, 
the Government shall reimburse the consultant for all expenditures by the con- 
sultant for the following items in performance of its work hereunder on the 
basis of actual cost: 

(1) The actual out-of-pocket expense for travel, long-distance telephone 
calls, telegrams, and radiograms. 

(2) Cost for any professional and testing services performed by third 
parties on specific prior request and approval by the committee or its repre 
sentatives. 
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(3) Drafting room service beyond the scope contemplated in article II 

(kh) when approved in advance by the committee or its representative. 
Payment for this type of service shall be on the basis. of 200 percent of actual 
payroll of the persons employed directly on such drafting services. 

Article IV. Term of the contract. The term of this contract shall be for 1 
year from the date hereof. It is further agreed that this contract may, at the 
option of the Government, be extended on the same terms and conditions for 
one additional year or any part thereof. The option to extend this contract 
shall be exercised only upon notice in writing by the contracting officer 30 days 


in advance of the expiration date of the initial term or any subsequent extension 
thereof. 


And now, I wonder, sir, if you would look over and read this letter 
which is dated June 28, 1954, from Colonel Pinkley to a Mr. Harry 
Wildner of National Lead concerning this service. 

Mr. Breyer. Do you wish me to read it, sir? 


Mr. Brooks. Would you? I think it would be informative. 
Mr. Breyer. All right. [Reading:] 


Mr. H. C. WILDNER, 
President, Nickel Processing Corp., New York, N. Y. 


DEAR Mr. WILDNER: We have discussed with you the employment by the com- 
mittee of the firm of Singmaster & Breyer as the engineering and metallurgical 
consultants for the expansion program and have explained our reasons for 
that action. 

The purpose of this letter is to explain how we propose to operate under that 
arrangement and to request your cooperation. 

First, however, I want you to know that the arrangement for a consulting 
service should in no way be interpreted as an indication of any lack of confidence 
in either National Lead as the prime contractor, or in the H. C. Ferguson Co. as 
the architect-engineer. 

The consultants will have no responsibility in connection with the design 
or planning the construction or the plant operations other than to review the 
flow diagrams, basic engineering and engineering data, the proposed facility 
layouts and equipment designs and ther to make recommendations or sugges- 
tions to the committee regarding any improvement which, in their opinion, should 
be considered. 

They are to issue no instructions or opinions directly to any representative 
of the contractor or any subcontractor, but will work entirely with the committee 
and its representatives. 

It is our plan that when the consultant has any suggestions or recommenda- 
tions regarding any phase of the expansion project, they will be conveyed to 
the National Lead Co project manager, and if required, will be discussed by 
a committee member or representative with your people and such of your sub- 
contractors’ staff as you believe appropriate to determine their merits. 

Consideration should be based on the technical feasibility, econemic aspect, 
time factors, and operational practicability. Adoption or rejection of any 
changes recommended will depend upon these considerations. 

I have personally explained to Mr. Frank Breyer that that attitude must be 
wholly constructive and an objective one, and that it must not in any way be 
critical. This he has agreed to. I feel that this attitude must be adopted by 
all of us who are concerned with the project and see no reason why it should 
not result in complete cooperation and teamwork. 

I requested Mr. W. C. Strecker to initiate the required action to put this plan 
into operation. Please arrange for him to obtain from our staff or from Fergu- 
son all flow diagrams, designs, balances, and basic data now available for de- 
livery to the consultant for review. 

Mr. Meister has raised several questions of changes in design on which de- 
cisions must be made shortly. To give them proper consideration, all data 
concerning them should be made available to Mr. Strecker. 

We have been endeavoring to install a capable engineer as our New York 
project engineer and hope to have him on the job in the near future. In the 
meantime, we shall appreciate any assistance you can give Mr. Strecker. 


NICKEL-GRAPHITE COMMITTEE, 
J. P. PINKLEY, Chairman. 
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Mr. Brooks. Thank you, sir. 

And now, Mr. Breyer, would you please look this over and read 
this into the record for us? It is to the chairman of the Nickel- 
Graphite Committee, concerning the Singmaster & Breyer proposal 
of May 12, 1955, and it is signed by this Mr. Strecker, who is in the 
operations branch of the General Services Administration. 

Mr. Breyer (reading) : 


Memorandum dated May 17, 1955 
To: Chairman of the Nickel-Graphite Committee. 
In reply refer to PNO, Chief of the Plants Operations Branch. 
Re: Singmaster & Breyer Proposal of May 12, 1955. 

The following comments are offered in connection with Singmaster & Brey- 
er’s proposal of May 12: 

One, approval services in connection with the expansion shall be continued. 
Readjustment of the fee appears to be in order. 

However, I could not agree with their belief that the workload will be in- 
creased without specific explanation as to where that increase will occur. 


Two, the economic evaluation of the production of nickel metal appears to be 
within the capabilities of the committee. 

We have proposals which establish the cost of conversion. That cost-plus- 
the-cost of powder or sinter must be lower than the market price. I question 
whether we are interested in the technical factors unless we propose to incor- 
porate this conversion under the present operation. Otherwise, the technical 
aspects are governed by the specifications for the end product, which is the 
problem of whomever we may contract with for that product. 

Three. this appears to duplicate the existing search and development program. 
I question whether we could justify such a duplication. 

Four, the ore supply is vital to the expanded plant. I would be unwilling 
to leave the solution to this problem to Nickel Processing Corp. 

Five, there appears to be no one in the present National Lead or Nickel 
Processing Corp. organization or in their subcontractor organization fully quali- 
fied in pilot plant design. Singmaster & Breyer’s services in this connection 
would insure that past mistakes wouldn’t be extended to the new pilot plant. 

Six, I am not fully informed as to the policy governing the offer of the plant 
to private enterprises. It seems a little early to engage approval assistance in 
this connection when we will not know for at least 18 months what the expan- 


sion has cost. If items 2, 3, and 6 were eliminated, the retainer would probably 
be justifiable. 


W. C. SrRecker. 

Mr. Brooxs. Thank you, sir. Apparently the GSA was not plan- 
ning to exercise its option to extend for 1 year under the provisions 
of article IV in the first contract, signed June 7. 

Mr. Breyer. There was discussion not as to the continuation of it; 
but as to the magnitude of our work, which this memorandum indi- 
cates. They eventually signed a new contract which enlarged the 
scope of our activities, and was a realization of the fact that we had— 
we showed them that we had actually lost money on that first year’s 
contract. 

I have the figures here showing that on that first year’s contract. 

Mr. Brooks. The first year’s contract was for what, $24,000? 

Mr. Breyer. Yes. 

Mr. Brooxs. What was the second one for? 

Mr. Breyer. Forty-two. 

We lost $3,942.37 on that first year’s contract. 

Mr. Brooxs. You felt that that new one was essential to your own 
well-being for that reason ? 

Mr. Breyer. Yes, sir. 

Mr. Brooks. I wonder if you would please read and explain to the 
committee your recommendation on July 27th, of 1954, on the mat- 
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ter of the actual contract for building this expansion. I have a copy 
of your letter. If you would read it. "T think it would be very helpful. 


I am sure you are familiar with it. You might glance at it just 
to familiarize yourself. 


Mr. Breyer. Mr. Chairman, I do recall this letter very vividly. It 
is, of course—It was a confidential memoradum to a client and ex- 


presses — that as approval engineer we would not ordinarily 
air in public 


Mr. Brooks. But as a consultant to the GSA, when they are trying 
to get a contractor who will best do the job for the United States 
Gov ernment, you, of course, sent that to them with the full knowledge 
that they would take advantage of it, you hoped, and are the services 
that you were paid to render. 


Mr. Breyer. That is right. But in a letter such as this we would 
express more sharply convictions than we would normally do publicly, 


because they relate to the differential capacity of professional groups, 
and that isn’t good normally—— 


Mr. Harpy. Well, will you permit me to observe that this committee 
is always happy to have very sharp convictions expressed 


Mr. Brooks. We frequently do have them expressed. So I wish you 
would feel perfectly free to read it, and we accept your convictions 


with the same earnestness with which you have submitted them to 
the GSA. 


Mr. Breyer. This is addressed to Mr. Pinkley. 


Under article Il, paragraph F of our contract, we are required to “make 
recommendations to the committee relative to ways and means for expediting 
and/or economizing on this project.” I am accordingly making the following 
recommendations : 

(1) That the contract for the construction of any Nicaro plant expansion 
be let immediately. 

(2) That it be let to the Frederick Snare Corp. 

Our support for these recommendations is outlined below. Under (1) it is 
in the opinion most desirable to have the contractor-builder fully informed 
on the proposed design and engineering as it progresses. Our ability to advise 
you soundly and expeditiously is to a major degree affected by the knowledge 
and processes equipment and installation capacities of the contractor-builder, 
his pers »nnel, and his ways of going about the business of making the addition 
to the plant with a minimum of interference. 

Many of our conclusions and recommendations must have in them the econ- 
tractor-vuilder’s point of view and approval. 

So long as we have no contractor-builder designated we have no one to go to 
for the help that we need in order to be of maximum assistance to you. What- 
ever applies to Singmaster and Breyers’ ability to advise us applies even more 
forcefully to the Ferguson Co., the designers of the expansion, and to the Nickel 
Processing Co., the operators. None of the three of us can operate to the best ad- 
vantage until the contractor-builder is designated and begins to cooperate with us. 
You have informed us that the contractor-builder is to procure substantially all 
materials and equipment for this project. It is obvious that at this late date 
the progress of engineering and procurement is seriously out of balance and that 
this unbalance is becoming more serious daily. 

Under (2) we offer the following support for our recommendations, 

(a) Because of Snare’s past association with all construction at Nicaro, it is 
our opinion that no contractor can possibly be as useful to the Nickel Processing 
Co., to Ferguson, and to us as Snare. And we are of the opinion that it would 
take the best alternate contractor to Snare from 3 to 6 months to learn enough 
to be useful in the design and scheduling so particularly important now; because 
most engineering and scheduling are seriously behind as compared to the original 
objective set by the GSA. 

In support for the foregoing paragraph, we wish to point out that having 
worked with the Snare Corp. in the appraisal of the overall picture in Venezuela 
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for General Services through the International Nickel Co., we have become 
acquainted with Snare’s capabilities in the field, quantitatively and in detail. 
There is no other contractor-builder who has either the past experience or the 
up-to-dateness that exists in Snare as a result of both their work in Cuba and 
their werk with us in Venezuela on the same type of operations as Nicaro. We 
do not set ourselves up as experts on the contents of contractor-builders gen- 
erally, although we have had experience with dozens of them who have executed 
our designs. We do, however, believe, ourselves competent to pass on the 
merits of the contractors in the extractive metallurgical field, and very particv- 
larly and precisely on the extractive metallurgy of nickel. 

We have studied, as GSA is aware, through our several reports, the entire 
history of Nicaro. Based on those studies and our appraisal of the problem of 
this new addition in terms of time and money, it is our opinion that any other 
contractor than Snare will delay the completion of this addition by some 
3 months to a year’s time, depending upon the contractor. 


That additional cost will run in the magnitude of two to five million dollars 
due to the lack of knowledge and experience of any other contractor at this 


exact location and on this specific plant and process for the extraction of nickel 
from lateritic iron ores. 


Decision called for by the above reasoning is months overdue. It should not 
be delayed further. 


(Signed) FRANK G. BREYER. 

Mr. Brooxs. Thank you, and I wondered, sir, if you could tell me 
why Mr. J. D. Bruner of your organization left Nicaro 

Mr. Breyer. Why he left Nicaro? 

Mr. Brooks. Yes. 

What were the circumstances surrounding his leaving ¢ 

Mr. Breyer. Mr. Chairman, I really don’t know, excepting by hear- 
say. I know that he left, and I do know that Reggie Brown, who is 
the GSA’s man who has been down there ever since the plant was 
started in operation, and a very competent and human, and under- 
standing man, told me there was some differences of opinion which do 
occur when men are isolated as they are down there, and that Mr. 
Bruner left. 

Mr. Brooxs. He worked for you all? 

Mr. Breyer. He is working for us now. He was there, I think, 3 
years. 

Mr. Brooxs. Thank you very much. I have no further questions 
at this point. 1 would like to know if the other members of the sub- 
committee have any questions of Mr. Breyer. 

Mr. Harpy. I have no questions. 

Mr. Reuss. I have no questions. 

Mr. Brooks. Mr. Younger ¢ 

Mr. Youncer. I would like to know who this last man was—what 

his name ¢ 

Mr. Breyer. Bruner. 

Mr. Youncer. You say he is working for you now ? 

Mr. Breyer. Yes. 

Mr. Youncer. Who was he working for before ¢ 

Mr. Breyer. For the Nickel Processing Co. in Cuba. 

Mr. Youncer. What was the significance of the change? 

Mr. Brooks. I didn’t know that. That is why I was curious about 
it. And apparently he says there is none, other than some personal 
differences. 

Mr. Breyer. Pardon me. <As a matter of fact, he didn’t leave 
Nickel Processing and come direct to us. He left us and went with 
Chemical Construction, I think it was, and we were in need of com- 
petent, experienced chemical engineers in the extracting metallurgi- 
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cal field, and we hired Mr. Bruner, and it was fortunate because of 
his experience with nickel processing to help us on this advisory service 
that we were giving; similarly with Colonel Copp who had also been 
down there. 

We engage his services also, and he also had served in Nicaro and 
knew something about the whole setup there. 

Mr. Younger. Well, you considered yourself an advisor to the 
GSA on this matter, didn’t you? 

Mr. Breyer. That is right. 

Mr. Youncer. And you recommended this one company, the Fred- 
erick Snare Corp. ? 

Mr. Breyer. Yes, sir. 

Mr. Youneer. Do you suppose that recommendation that you made 
is why Mr. Mansure insisted on Frederick Snare Corp. at least being 
a part of this? 

{r. Breyer. I can only hope he did, sir. I don’t know. 

Mr. Youncer. As against the selection on the part of the Lead 
company of another concern ? 

He was probably followimg your advice there, wasn’t he? 

Mr. Breyer. I hope so. 

Mr. Younger. Thank you. 

Mr. Brooks. Thank you very much, sir. 

Mr. Breyer. May we take our records back to New York with us? 

Mr. Broogs. I think that is all right. 

Is Miss Nadler here ? 

Miss Nadler, raise your right hand, please, to be sworn. Do you 
swear the testimony you are about to give this subcommittee will be 
the truth, the whale truth, so help you God? 


TESTIMONY OF ELEANOR NADLER, RESEARCH ASSOCIATE, 
FORTUNE MAGAZINE 


Miss Napter. I do. 

Mr. Brooxs. Would you be seated ? 

Would you give the committee your full name and organization with 
which you are connected and the capacity, and so forth? 

Miss Napier. My name is Eleanor Nadler. I am here under sub- 
pena, and I am a research associate with Fortune Magazine. 

Mr. Brooxs. You have been with them for sometime ? 

Miss Napier. I have been with Fortune since May. I have been 
with Time, Inc., for about 4 years. 

Mr. Brooks. I wondered, Miss Nadler, if you would give the com- 
mittee a full account of the discussion between Mr. Solow of the 
Fortune Magazine and Mr. Schott of the Merritt-Chapman & Scott 
organization ? 

De you have any notes on that? Could you give us an account of 
that 

Miss Naver. Well, I have my notes with me here. I didn’t bring 
them up. 

The best of my recollection is that the conversation centered mostly 
on whether Mr. Schott knew Mr. Balmer of Chicago. 

Mr. Brooxs. Have you got those notes with you ? 

Miss Napuer. Yes, sir. 

Mr. Brooxs. Would you read from them, please ? 

Miss Napter. Yes. 
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Mr. Brooks. Miss Nadler, would you please give us the date and 
who the conversation was with and where it occurred, if you would, 
prior to laying out what the conversation was. 

Miss Napier. The date of the interview was July 11 of this last 
year. And the interview was with Mr. Schott in his office at Merritt- 
Chapman & Scott. 

The interview that Mr. Solow and I had with Mr. Schott was on 
July 11, 1955, and the interview was held at Mr. Schott’s office in 
Merritt-Chapman & Scott, and I have the notes of the interview 
here. I don’t know—— 

Mr. Brooks. It is not too long, is it ? 

Miss Napuer. It is three pages. 

Mr. Brooks. Would you read them right on through? The ques- 
tion and answer series as you took it. 

Miss NapLER (reading) : 

After replying that he is a director of the Tennessee Products & Chemicals 
Corp., is not an officer of that company and never was one— 


well, these have to do with slightly unconnected questions, I guess— 


that foundation associates has nothing to do with Tennessee Products or Merritt- 
Chapman Scott or Louis Wolfson, personally. 


And when he was asked if he knew a man named Timothy McInerney, Mr. 
Schott said he never heard of him, and then he was asked if Mr. Schott knew 
Mr. Balmer, and he said that he had met him. 

He was asked if he had done any work in connection with the Montgomery 
Ward fight that Louis Wolfson had gotten involved in, and Mr. Schott asked if 
this story was about GSA or the other one. 

And he said that he might have gotten some proxies from some of his friends 
in connection with this proxy fight that was going on. 

He was asked if Mr. Balmer had spoken to Mr. Mansure on behalf of Merritt- 
Chapman Scott in connection with the titanium deal, and Mr. Schott said he 
had spoken to Mr. Mansure himself about that. And. 

“You didn’t discuss titanium with Mr. Balmer? 

“No.” 


He was asked if he knew a nan named Ed Moore. He said “No, I don’t know 
him.” 


Mr. Solow explained to Mr. Schott that Mr. Balmer and Mr. Moore were in 
the insurance business together— 
and I have here that he just nodded his head at that information. 

And then it went on with another—I don’t know whether to read 
all this or not. 

Mr. Harpy. Let’s put it all in, Mr. Chairman. There might be 
part of it that is relative. So the committee can separate it. 

Let’s read the whole thing verbatim. 

Miss Napier. Well, I guess some of what is here won’t make too 
much sense, because it had to do with 

Mr. Harpy. The committee can separate that. Sometimes the com- 
mittee members don’t make sense to each other, too. 

Miss Napuer. I mean a lot of questions were asked that nothing has 

come up in the hearing about so far, and it seems like extraneous 
material. That is why I hesitated. But I will go on anyway, 
_ About titanium he said that Merritt-Chapman Scott had gotten 
interested in titanium because Mr. Schott had been reading about it 
and he thought that the Tennessee Products & Chemicals Co. which, 
as I remember, is a subsidiary of Merritt-Chapman & Scott, might be 
able to get into it. 
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And he said that he had asked Mansure about himself following a FF : 
discussion he had with Mansure about what I have in quotes here is 7 








roa I 
the Lead deal. I presume it is Nicaro. 

He said that there were further conversations that Mr. Schott 
had with his people at Tennessee Products & Chemicals, That there | eff 
were further conferences with GSA, and in the end Mr. Schott said | , 
he decided that the real future in titanium lay not in production of | sal 
i in fabricati hat the Tennessee Products & Chemicals C ‘ 
it, but in fabrication that the Lennessee Froducts & Chemicals Uo, q Ye: 
couldn’t compete in such a field against such companies as Du Pont; 
and they decided to skip the whole thing. a 

He said that his company was supposed to send GSA a proposal ™ 
but that they never did anything about it. ; 

Then we asked Mr. Schott if he had ever discussed the Nicaro con- Yo 
tract with Mr. Balmer. 7 | 

And he said—and I have this in quotes— . 

‘ iis Ia 
Not any more than the fact that we were bidding to get the job through Nationa! 
Lead. He 

Mr. Schott told us that Lead had requested 11 contractors to bid [J Is 
on this plant; that they held an interview with all of them, and one = 
day National Lead called Merritt-Chapman Scott and said that they Cay 
had been picked. And we asked him if that was the case, how come oa 
he had talked to Mr. Balmer ? a , 

And what I have here is off the record, that follows from Mr. | 
Schott. 

He did, however, admit that he had talked to Mr. Balmer about it. | Yo 

He said—we asked him then: : | 
That Mr. Schott knew that Mr. Balmer knew Mansure. He said yes he knew Mr. | 
Mansure, and he added I knew he was acquainted with a lot of people. ' Ev 

Did Mr. Balmer say he could help you? bv 

And he answered: | a 
No, the only person who could have helped us was National Lead. ButifI hada | 4 CO 
friend, I would certainly go over and tell them that another friend was in [9 toc 
trouble. be sul 

And he said we had been awarded the full contract. Mansure called - an 
us down, and it seemed like a difference of opinion had developed. He [4 ' 
said he felt a better job could be done by putting more people on it: [exc 
that Snare had the Cuba experience, and we had done a lot of work : | 
overseas. gol 

He said: 

3 1 
I am sure they didn’t want to give it to Snare; but they wanted some other con- 3 . 
tractor familiar with the project. Se 4 

This is in quotes: ) 
Did you speak to Mr. Balmer after the backup started: yes, he said, I spoke | ' 
to Balmer after that. I told him that I was going to the Senators; not just John [| ¥ hs 
Does or Balmers; I wanted Congress to look into it. am 

: ven wa 

You didn’t do that, we asked him. And he said: onl 
No, it wasn’t necessary. | 4 suc 

You settled for 50 percent. 

That is right. ; 1 

And then he added: 1 
We never retained anybody on-this job, attorneys or anybody else. cus 

Did you ever hear Mr. Balmer say he was influential in getting Mr. Mansure era 
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No, he said: 
Is that true? 





And I guess we must have said that we had heard something to that 
effect. 

We asked him if he knew the firm of Balmer and Moore. And he 
said: 
Yes, they are the brokers for the Nicaro job. 

And Mr. Solow said: 
But you said you didn’t know them? 
And Mr. Schott said: 
You asked me if I knew Moore. 
He said: 
I assume you want to know why—I see what it is. 
He said: 






I don’t know Moore. 



















I see the connection no foundation to associates. You wanted to know why it 
didn’t participate in the insurance. It was because of the type of job it was. 
We didn’t want any reflection on us because of all the trouble we have had with 
Capital Transit. The general consensus here was that we didn’t want it. I 
am sorry that sounds a little funny. 







How did Balmer come to get ? 
And he answered: 


National Lead. 


We wouldn’t have to ask Snare Merritt. 
And he said: 


Everything that Snare Merritt does is approved by the National Lead and then 
by GSA, 












You have to ask } 








When the time came for the insurance, Mr. Scheatfer came and talked 
to our people and asked if Merritt would have any objection if they 
took it. They said they had a Cuban affiliate; that was one of Man- 
sure’s requirements. Snare can do what they want and it didn’t make 
any difference to us. 

We wanted to get as far from it as possible. Off the record—oh, 
excuse me. 

Has Balmer ever done any other work for you besides the Mont 
gomery-Ward proxies / 

No. 

Was he paid for the proxy work? 

No. 

Did he produce? 

Actually I couldn’t count up one that he brought in. 

And we had understood that Mr. Schott had once said that Balmer 
had Mr. GSA—meaning Mansure—in his pocket, and this quotation 
was attributed to him. We asked him if that was true. Mr. Schott 
said: “I just don’t make statements like that.” He just doesn’t say 
such things about any agency of individuals. 

Mr. Harpy. Even if he believed them ? 

Mr. Brooxs. Thank you, Miss Nadler. 

I wonder if you could give the committee a full account of the dis- 
cussion that occured between Mr. Solow and Mr. Mansure, of the Gen- 
eral Services Administration, concerning this gentleman, William J. 
Balmer’s insurance activities. 
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Do you have those notes with you? 

Miss Napier. I have them here as requested. The only thing is we 
saw Mr. Mansure at least 3 or 4 times, and I don’t—I haven’t the spe- 
cific time, I believe, that that was mentioned. 

Mr, Sotow. Mr. Chairman, it is quite a mess of papers, and I won- 
der if it wouldn’t facilitate your work if I help Miss Nadler find her 
way through them. I am Mr. Herbert Solow. 

Mr. Brooxs. It certainly would help, and we would like to call you 
next, or you can sit beside Miss Nadler and be there handy. 

Miss Napier. You are just interested, Mr. Brooks, in what Mr. Man- 
sure said about Mr. Balmer being in the insurance business? 

Mr. Brooks. I thought we might confine it to that. I don’t know 
what else he talked about. 

Mr. Harpy. If there are any angles in there about Mr. Balmer hav- 
ing a big-enough pocket for Mr. Mansure, we would like to have that. 

Miss Napier. I beg your pardon? 

Mr. Harpy. If there are any provisions in there about Mr. Balmer’s 
pocket being being enough for Mr. Mansure—— 

Miss Napier. I don’t think Mr. Mansure ever commented on that. 

Mr. Youncer. What is the inference? 

Mr. Harpy. An observation was made about that in this previous 
colloquy. 

Mr. Younaer. I am sorry. I missed that. 

Miss Napter. I have found what I am looking for. 

Mr. Brooks. All right. 

Miss Napter. This is an interview of June 2, 1955. 

Mr. Brooxs. Would you speak up a little louder ? 

Miss Napter. This is an interview of June 2, 1955. 

Mr. Mansure was asked: 

Does Balmer do any insurance business? 


And he said: 


Balmer has always been in the insurance business. Insurance is one of the 
byproducts of politics. 


And I believe that we used that quotation in our story. After that 
we asked him if GSA has much insurance, and Mr. Mansure said no. 
Do the contractors have insurance? 

And Mansure said: 

We let them pick their own insurance companies. 

Has Mr. Balmer ever asked to figure insurance on any GSA contracts? 

Mr. Mansure says: 

There is a big group in Chicago that would like to get into it, but we don’t 
have much insurance. We are self-insured except for Nicaro, where we insisted 
that they place insurance with American and not English companies. 

Mr. Brooks. Is there anything else of pertinence there about insur- 
ance ¢ 

Miss Napier. Yes. There is a lot here about insurance. 

Shall I just keep on reading until you tell me to stop? 

Mr. Brooks. Yes. It has been interesting so far. 

Miss Napier (reading) : 

In Nicaro workmen’s compensation is the only insurance we have down there. 
It is done with Cuban companies. They had been doing it through English 
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companies, but now we insist they do it through American companies. That is 
about the only insurance we get. 

You mean Snare-Merritt gets it? 

Mr. MansvureE. Snare-Merritt has to buy insurance on workmen’s compensation 
on a performance bond. They have to get it through Cuban people, and they had 
it reinsured through English companies, Globe and Lloyds, I think. But GSA 
insisted they do it through American companies. They do it through sealed 
bids. 

Yes, but what does Mr. Balmer have to do with it? Did he show interest in it? 


Answer: 
He has not shown any interest in Government insurance operations— 


and Mr. Mansure put a definite emphasis on the word “Government,” 
and the next question was: 


But which ones is he interested in? 


And the answer was “None.” 
Then he continued: 


We have no insurance. We are self-insured, but because of the expansion 
program we have had tu make sure the contractors are covered on workmen’s 
compensation. We insist they carry reinsurance. It carries the hospital down 
there. The money from the premium rebates goes to the hospital and all cases 
go to the hospital. Outside of isolated cases we don’t write any insurance in 
GSA at all. We write bonds on shipments, and if the insuring company is not 
on the approved list, we refuse to accept it. 

At Nicaro because of the Government’s interest, we want to be doubly sure we 
are protected. The Cuban Government says all workmen’s compensation must 
be written by a Cuban company. When it was first written, they had relation- 
ships with British companies. We stipulate now that there must be competitive 
bidding, that it must go to the low bidder, and that it be reinsured with American 
companies. 

Mr. Solow then said that he would like to get the name of the low bidder and 
the names of all the bidders on the insurance. Mr. Mansure said, “I don’t know 
if we have that. It is probably in Cuba. In all that bidding and reinsuring Mr. 
Balmer never entered the bidding in any way.” 

“Did you handle the bidding?” 

“Meaning did GSA handle it? No, that was handled in Cuba. But there was 
supervision. It was approved through National Lead and confirmed by GSA.” 
“But in the confirming process, didn’t someone know who was involved?” 

“Yes, we know the names of any of the companies who wanted to get the 
reinsurance.” 

“Was Balmer connected with any of them?” 

“No; the reinsurance was handled by big companies.” 

“Did Balmer as an insurance man ever evidence in the performance bond?” 

“We don’t have that list. The only thing we negotiated was the workmen’s 
compensation.” 

“Have you ever heard from Balmer, his associates or employees, of any in- 
terest in any insurance that has to do with Nicaro, or have you ever heard from 
any other sources that he was interested?” 

“Surely they were interested and wanted to bid.” 

“To whom was this interest expressed?” 

“To all interested parties.” 

“Did they get any?” 

“T don’t know about that. I would have to ask Balmer.” 

“Yes, you would have to get the names of the company and then find out who 
does their reinsuring. You said Balmer was interested in Nicaro?” 

“Balmer only asked what insurance does GSA have, and the only insurance we 
have is in workmen’s compensation. We insist that Snare-Merritt that tech- 
nically works for National Lead carry adequate protection and payroll protec- 
tion as you can’t pay by check down there. That is the only kind of insurance 
GSA gets into at all. 

“But did Balmer express any interest in Nicaro?” 

“You are asking me a question, I have no way of knowing a person’s interest.” 

You are saying if Balmer did have an interest, successful or not, you don’t 
know anything about it? 

“That is right.” 
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And that was the extent of it. 
Mr. Brooks. That was very helpful. 





Did you have any questions of Miss Nadler, Mr. Reuss? a 
Mr. Reuss. Are you a stenographer ¢ ] 
Miss Napter. No, sir; I am not. 

Mr. Reuss. Those are longhand notes? ¥ 

Miss Napier. Yes, sir. | 

Mr. Reuss. You said there were 3 or 4 separate conversations with } d 
Mr. Mansure. mat: 

Miss Napier. That is right. = wma 

Mr. Reuss. Were you giving us the résumé of merely the first of 
those ? 

Miss Napier. No. That was just a portion of one that was on a 
June 2. I will look through the others and see, because you had : 
asked about what he said about Mr. Balmer in the insurance business, , 
and I knew that that was included in this one. But I think there is ' 
more. 

Mr. Reuss. I would like to have you tell us what Mr. Mansure said the 
and what you said at those other conferences and give us the dates of 
them insofar as they relate to.this matter of the Nicaro insurance. : 

Just use your notes to refresh your recollection, and just tell us he 
what he said, and what you said. but 

Miss Naptrr. Here, I have found it. : 

Mr. Reuss. When was the next conference with Mr. Mansure? as 

Miss Napier. I think there was one between this, but this is dated a 
June 21. Pe 

Mr. Reuss. 1955? Vi 

Miss Napter. 1955, that is right. a 

The question came up in this interview of the business matters that a 
Mr. Balmer was interested in, and we had asked Mr. Mansure about ™ 
some appointments he had made of some gentlemen who came from I 
Chicago, and Mr. Solow asked him if these three men are friends 3 
of Mr. Balmer. is 

Mr. Mansure said: 

Oh, yes, they know him. by 

Mr. Harpy. Let’s get the—this was a conference Mr. Mansure had ‘ 
had? 

Miss Napier. Well, I was trying to edit, I guess. We had asked the 
Mr. Mansure. You see these interviews dealt with an awful lot of 
things, and we had asked him about some appointments he had made 
to GSA of some gentlemen who came from Chicago. 

Mr. Harpy. I see. = 

Miss Napier. And we had asked him if they had known Mr. a 
Balmer, and he said: a 










Yes, they did know Mr. Balmer. 
And Mr. 


Balmer is a very well-known person. 


Mansure said: ne: 







He is in Washington a great many times. 

He said that Balmer knows a great many prominent Democrats, 3 
that he had access to the White House when Roosevelt was President [| 
and when Truman was President. And he said he had easy access 
under Coolidge. 


vith 


t of 


, on 
had 
less, 
e 1s 


said 
s of 


l us 


had 


ked 
, of 
ade 


Mr. 


mes. 


ats, 
lent 
cess 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 63 


He said: 


Mr. Balmer comes into the office, he knows the girls, and we go out to meet 
him. 

He said: 

You would like him. He knows everybody’s names. He is a real politician. 

We asked him if any of the Commissioners know him. He said: 

Not that I know of. He is a hard man to see. If you make an appointment 


at 2 o’clock with him, you are likely to get to see him at 5 o’clock. There are so 
many people who want to see him, they stand in line to see Mr. Balmer. 


He said: 


He holds court, and they come to him. If you don’t want to wait, that is too 
bad. 


Then he said: 
You are under the impression that there is something between me and Balmer? 


And we asked him was he—meaning Balmer—in Washington in 
the period before his appointment—meaning Mr. Mansure. 


No— 
he said— 
but he was here during the war. 


And he mentioned that Mr. Balmer had been sick, that he had nearly 
died in 1953, that he was in the hospital all of the month of March 
and he didn’t think he got out until April, and it took him 3 months 
to recuperate—and you remember it was in the spring of 1953 that 
Mr. Mansure was appointed. 

The question then came up of the business that Balmer was in- 
terested in, and he said: 


He is one of the closest mouth persons on finance that I know of. He has 
two firms handling his own accounts, and he doesn’t tell either one what the 
other is doing. Presumably the Internal Revenue Department knows what he 
is doing. 


He said—Mr. Mansure said that Mr. Balmer had been investigated 
by Internal Revenue, but they had never found anything. 


9 


“Have you ever introduced him to one of the Commissioners 

He said: “I might have introduced him in the office. But he has never met 
them in a meeting.” 

“But you never introduced him to any of the Commissioners?” 

“Not from a standpoint of business. Balmer is not interested in that.” 


Mr. Youncer. Pardon me for an interruption. Whom do you 
mean by “Commissioners” ? 

Miss Napier. Commissioners of GS A—the Commissioner of Public 
Buildings, the Emergency Procurement Service, the Archives. They 
are called the Commissioners. 


“If I did introduce him to any of the Commissioners, it was not to discuss busi- 
ness. Balmer wouldn’t be interested.” 

Mr. Pinkley said that he had seen someone from Balmer & Moore. 

“That might have been possible.” 

“You didn’t know they were interested in the Nicaro insurance?’ 

“TI didn’t know they were interested.” 

“You did say there was a Chicago Group interested in it?” 

“Yes, that was probably Balmer and Moore. But I didnt know it was Moore. 
There was a Balmer and Moore, yes, but Moore never discussed this. Balmer 
asked me to give this man an interview on the insurance. 
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“That would have been Mr. Shafer,’ Mr. Solow said. 

“Yes, ‘Mike’ Shafer came in to see me and I turned him over to Pinkley.” 

“Did you know Shafer before?” 

“I might have known Shafer over a period of time, I recall. I never had any 
transactions with him.” 

“You knew he was with Balmer and Moore?” 

“Oh, yes; Balmer sent him to see me.” 

“Did you know who got the brokerage?” 

“No, I didn’t know. I didn’t get into that insurance at all. The first thing I 
knew about the insurance was when I was in Habana—I mean, a man called me 
I didn’t mean the insurance. I mean the brokerage. Shafer came in to see me 
a couple of times. The first time I sent him to Pinkley. The second time I saw 
him for a couple of minutes at the door or something, and he said ‘It looks like 
he is making headway.’ I said ‘That is good.’ 

“The third time I think he was on his way to New York, and he said ‘It looks 
pretty good,’ and I said, ‘Fine.’ ” 

Mr. Brooks. Does that include all the information in those talks 
about insurance ? 

Miss Napier. About insurance, yes; that is right. 

Mr. Brooxs. Is there anytbing about the contract for the joint ven- 
ture and partnership in Cuba? 

Miss NaDier. Pardon me while I rustle more paper. 

Mr. Brooxs. Don’t you think, gentlemen, if there is any conversa- 
tion about the contract in Cuba, it would be helpful ? 

Mr. Harpy. If it relates to all this Nicaro proposition, it ought to 
be in the record 

Mr. Younaer. Gentlemen, of course this is mere hearsay. 

Mr. Harpy. I don’t think this is exactly hearsay. 

Mr. Youncer. It is hearsay, because there is no oath taken or any- 
thing else, and she is not a public stenographer. She admits it. She 
may have made a lot of errors. Mr. Mansure is going to be here. 
Mr. Balmer is going to be here. We can ask them all the questions 
under oath. 

It isallright- I have no objection with this fishing process. But I 
think we ought to confine ourselves. We have got a lot of other busi- 
ness, and I don’t think we just ought to go all over the field. 

Mr. Harpy. Let me make this observation: I more or less agree 
with that general thinking except for this: She was present during the 
conversation, and she is giving us from her own memory and from 
her notes the conversation as she heard it, and if it was a hearsay 
proposition—— 

Mr. Youncer. But she is quoting another man. 

Mr. Harpy. That is right. But she has quoted a conversation to 
which she was a party. 

Mr. Youncer. Allright. Ihave no objection. 

Mr. Brooks. I think it is obvious, she is making her testimony un- 
der oath, and that is to the best of her knowledge. Undoubtedly we 
will have Mr. Mansure here, and I trust Mr. Balmer, and anything to 
the contrary that they feel is true, they will have an opportunity to 
state. 

I would say we are going to give them every opportunity, Mr. 
Younger, to testify as to their version of what she said, and they may 
have some difference, I don’t know. 

Mr. Youncer. And each of the witnesses are going to be supplied 
with the transcript? 

Mr. Brooxs. As soon as the committee has had a chance to look them 
over. 
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Mr. YouncerR. I mean, we don’t want to have some witness here 
™ who has not had an opportunity to read the transcript of the witness 
udany |) against them. 
F Mr. Brooks. It is not against him in that sense of the word. These 
people are just testifying as to the best of their knowledge of what 
happened. This may not reflect on the people mentioned at all. It 
hing I may be to their credit, rather than against them. 
led me Mr. Youncer. I have some questions on that, too. 
eome & Mr. Brooxs. Did you find anything further about the discussion 
tte f the contracts in Cuba? 
sal ine of the contracts in Cuba 

Miss Napter. Yes. 


Se TENE eT eras 


Reet gerne 


slooks |” Mr. Brooks. If vou would give us the gist of what you said and 
') what the answers were, we would appreciate it. 
talks | Miss Napier. (reading) : 


E “Why did National Lead get the prime contract?” 
| “Tt comes back to my views on direct authority. If they are going to run the 


Lven- | plant, I don’t see how they are going to continue to run the plant unless they 
Pa ean also control the expansion. We have veto power, but they have to make 
| the original proposal.” 

3 “This was your decision?” 

yersa- 5 “Yes.” 

J “You were aware that the Nickel-Graphite Committee had another opinion?” 
ht to © “Yes, we have had a difference of opinion.” 

4 ‘Did it arise at once?” 

“In the beginning I had presumed that we would let the contract directly. 
Then I went over the situation and put myself in National Lead’s place, and 
changed my mind.” 

any- “Did National Lead say anything to you?” 

Sh 7 “Oh, yes; we discussed it at length with Wildner and Martino.” 
e “Was Mr. Pinkley in on these discussions?” 

here. | “Yes, he was in on the talks with Wildner, but not Martino. First Wildner, 

tions Pinkley, and I talked it over and then another time Martino might have been 
a there. But he wouldn’t have been the instigator.” 

ButIl fe “There was a time when you discussed it without Mr. Pinkley?”’ 

oe % “Yes. But it would have been a superficial discussion.” 

Mr. Mansure said he thought that the main discussions were held 
gree with himself, with Mr. Wildner and with Mr. Pinkley. 

g the ‘a “Mr. Pinkley seems to believe there were discussions when he wasn’t there.” 

from | “Surely I met Mr. Wiidner many times for lunch. Yes, there were a lot of 
a discussions without Pinkley. Originally I thought we should let the contract 

Arsay > directly. But I weighed the whole thing and changed my views.” 


ba “How much of a part did you play in awarding the Snare-Merritt contract?’ 

a “T had quite a lot to do with it. I didn’t know a thing about Merritt-Chapman 

on to i & Scott or any of the others. I did know about Snare, but only since I came here. 
; 4 I reviewed their work and was very impressed with what they had done in their 
working operation. But I don’t like to put all my eggs in one basket. From 

4 the beginning I felt there should be two contractors, and one of them should be 

y un- 4 Snare. Lead differed with me. They only wanted one. But I wanted two, 
/ one for the groundwork—Snare. The other one as a driver—not knowing it 





owe a would be Merritt-Chapman & Scott. I have never seen Wolfson. The only 

ng to Ff people we talked to in Merritt-Chapman & Scott were the operating people. I 

ty to 4 was impressed with them. I liked their aggressiveness. Lead wanted Merritt- 

4 Chapman & Scott to be in, and I said ‘If you want Merritt-Chapman & Scott, I 

Mr & want to see Snare in.’ I left it up to them, and they came back with the 
any " Joint venture.” 


That is Mansure and the contract. 
lied fy I will continue. 

4 We asked him if Mr. Herbert Brownell was interested in seeing 
Merritt-Chapman & Scott get the contract. 
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“Yes,” he said. “And this didn’t make any difference. Half of the Cabinet 
made recommendations for this job. Summerfield recommended semebody, 
Weeks named somebody. Lots of people were pulling for somebody. Talbot 
mentioned Snare first and then later recommended Merritt-Chapman. When [I 
heard Brownell was interested in Merritt-Chapman & Scott, I called him and 
asked him about it. He said he knew Merritt-Chapman & Scott, but he denied 
he was interested in seeing them get the contract.” 

“Who told you of Brownell’s interest?” 

“T can't recall who mentioned it. All kinds of things came up over this 
contract. Pinkley was even charged with being on Snare’s payroll.” 

“Was one of the people who told you of Brownell’s interest from National 
Lead?” 

“No, National Lead is as straight and fair a group of people as you could 
do business with. They never referred me to one person to support them.” 

“Did McInerney ever come into it?” 

*“No.”’ 

“Who did tell you about Brownell?” 

“T realiy couldn’t recall the names.” 

“Did you ever hear of Allied Associates?” 

“No.” 

“Did you hear of Dave Scharney ?” 

“No.” 

“Balmer?” 

“No.” 

“Martino?” 

“No.” 

“Did any of these people ever tell you they had heard of Brownell’s interest?” 

“No. It didn’t make any difference. I can’t tell you who it was, but I keep 
the name here back in my head and the next time he comes around I will know 
how to handle him. We have a blacklist of influence peddlers here and once 
the names are on the list, it is hard for them to get anywhere here.” 

“Mr. Pinkley says he discussed with you the fact that National Lead went 
beyond the 15-day limit in selecting a contractor. What did you tell him?” 

“We gave him an extension of time. He called my attention to it and I was 
concerned about it. I called National Lead and asked them about it.” 

“Did you consult counsel?” 

“No; I don't think so. I was just interested in getting the contractor selected. 
We were being pressed by ODM, and we wanted to get it started.” 

‘Did Mr. Pinkley mention counsel?” 

“No; I don’t think we ever discussed counsel. We wanted to put this thing 
along. They asked for a 2- or 3-week extension, and we gave it, but grudgingly. 
Once you give in 1 time on 1 thing, then you are liable to be pushed around.” 

“But they took 6 weeks?” 

“Yes, they did; but it was a difficult decision to make.” 

“Didn't they say they were being held up by labor negotiations?” 

“Yes; they spoke of that. I am glad you brought that up. During the nego- 
tiations, National Lead said its mind was made up. ‘We don’t want to advise 
you formally until the negotiations are completed.’ I said ‘O. K.’ I had for- 
gotten about that.” 

“He then said he was confident that the contract would be completed on time 
and within the financial limit?” 

“Yea 


I think that is all on the contract there. 

Mr. Brooxs. You say you think that is all on the contract? 

Miss Napier. I mean all there is on the contract on this page here. 
There is an interview of June 3. 

Mr. Brooxs. The next day? 

Miss Napier. That is mans Mr. Solow was not at this interview. 
There was 

Mr. Brooxs. Who was present? 

Miss Napier. Myself and Mr. George Bookman, of our Washing- 
ton office. Mr. Solow could not come to Washington, and Mr. Book- 
man and I went along together. [Reading:] 
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Mr. Mansure was asked what reasons Mr. Talbot gave him for recommending 
the Snare Co. That was interesting. He wanted me to know he had been 
interested in the whole operation way back in 1941. He had been in with 
Freeport. He had come to know Snare not only at Nicaro, but he had seen 
some of their other work. 

He happened to call me. He had been on an inspection trip of airbases. 
The plane circled around Nicaro, and he told me, “I want to tell Ed Mansure 
about this when I get back.” 

I guess he saw the smoke coming out of stacks down there. He said, “If you 
go ahead with the expansion I hear you are contemplating down there, I want 
you to know Snare is a good company. Iam sorry we weren't able to give them 
one of our bases, but they lost out on it.” 

He noted that—well, that was just in connection, I guess, with a contract that 
Snare had bid on. It has nothing to do with this at all. 

“When did Talbot first mention this to you?” 

“TI think he mentioned Snare about January or February and Merritt in March 
or April. This was an interval of about 2 months.” 

“Did his interest strike you as unusual?” 

“No; I took it from a standpoint that he had dealt with a number of companies 
and was trying to be helpful. He was doing you a favor? Yes. We had so 
many companies interested in this. 

“He must have kept in close touch with developments at Nicaro to know 
Merritt-Chapman & Scott was in the picture.” 

“No; he didn’t know Merritt-Chapman & Scott was in the picture. He may 
have known. It may have been April that he spoke to me about it. He called 
me up the first time, and the next time we met at a dinner. He spoke about 
Merritt-Chapman & Scott at that time. He said he knew it was a good firm. 

“At that time I might have said we wanted a joint venture. You know, |! 
didn’t want to put all my eggs in one basket on this contract. At the time 
I didn’t have the two companies in mind, but I always wanted to have Snare 
init. I like to sort of hedge it a bit. 

“The discussion with Talbot came up almost casually. Discussion goes 
rapidly at those dinners, you know. Talbot didn’t try to use any iniluence or 
pressure. The first time he volunteered the suggestion and the second time it 
just came into the conversation.” 


I will continue. 


“A question was raised that Snare had once been referred to as a “New Deal” 
firm. Mr. Mansure said that came up at a later time by 1 or 2 contractors who 
were bidding on the contract. It becomes a very controversial issue. A number 
of firms made a big issue about it.” 

“Did Talbot say anything?” 

“No; he just spoke of their competence. The politics came from Members of 
Congress, but Dick Simpson called me up to give me a favorable recommendation 
to Snare. He wanted to clear the picture up. He told me the Snare family 
came from his hometown and he said he was disturbed by all the talk. Other 
firms that bid had contracts under the old administration, too. 

“He, I guess meaning Simpson, got in touch with you?’ 

“I think Snare asked him to get in touch with me. They were hired by Free- 
port, not the Government, even if it was Roosevelt’s administration.” 

“When the plant was reactivated, why wouldn’t you just use the firm that 
had done the work before?” 

“Snare had a complete setup in Cuba. It was logical that Larson should 
start with them.” 

“Did Leonard Hall ask you about Raymond Concrete?” 

“TI talked with Leonard Hall about these various companies. 

“There were so many accusations about this and other Government contracts, 
and he cited—well, all the comment that had been made when Prayer & Luck- 
man got the Spanish base contract. He said he wanted to prevent this sort of 
backbiting. There were so many charges and innuendoes, everybody wanted to 
get into the act. 

“I gave a list of six to Leonard Hall, and Hall told me, ‘Well, Eddie don’t 
know much about any of them. I will check.’ He came back a couple of days 
later and told me he didn’t find anything against any of them. 

“He did question Snare on that New Deal business, but I suggested he get in 
touch with Dick Simpson ” 

“What did he say about Merritt-Chapman & Scott?” 
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“He only said something about Wolfson, and that was based only on the trac- 
tion company here. He made no personal comment about Wolfson.” 

“Did Hall think Wolfson was okay politically?” 

“His only concern was Capital Transit. It was so controversial.” 

“He had no special information about Raymond Concrete?” 

“No. He had no special information. He said it was too bad Raymond Con- 
crete was tied up with Ferguson.” 

“You took the initiative in showing the list to Hall?’ 

“TI took the initiative to check with him in case there was an objection just 
to prevent any difficulty later.” 

“Is this standard procedure, to show things like this to Hall?” 

“In this shop we try to put everything on the table. We try to prevent any 
trouble arising in the future.” 

“But is it standard procedure?” 

“No. Most of our contracts are bid contracts, and this one was negotiated.” 

“Is it standard procedure on other negotiated contracts?” 

“No; we don’t have any other negotiated contracts.” 


And I note here that Mr. Lehman, who is the Public Information 
Officer at GSA, who was also present at the interview, said that this 
was not the case, that GSA does have negotiated contracts in other 
instances. 

Mr. Mansure then went into a question of why the other companies 
weren’t qualified, repeating that Raymond Concrete had little chemi- 


cal experience and that H. K. Ferguson had done the specifications. 
[ Reading :] 


“Raymond Concrete was not dropped because of its connections with H. K. 
Ferguson?” 

“No, we felt that they were not qualified for this particular job. At another 
time we might select Raymond Concrete for the top. They are a good firm.” 

“What was the connection with H. K. Ferguson?” 

“They had a joint venture. There was some connection. I never went into 
it. Somebody told Jim Pinkley about the connection, but they agreed to with- 
draw entirely.” 

“Did Martin O. Wildner tell you about Talbot’s interest?” 

“They never mentioned Talbot to me. I don’t think they knew anything of 
Talbot’s interest in it.” 


I guess that is all. Oh, this is back to the interview I think I have 
already read from of June21. This was Mr. SolowandI. Mr. Solow 
reminded Mr. Mansure that he had told George Bookman and myself 
that he had presented Leonard Hall with a list of names of prospective 
contractors for the Nicaro expansion to get political clearance. 

Mr. Solow noted that subsequently he had talked with Leonard Hall 
and that Mr. Hall doesn’t remember seeing such a list. Mr. Mansure 
then questioned the words “political clearance,” and it was admitted 
that possibly this isn’t exactly the way he put it, and he said: 

I talked with Hall to see if there was any criticism that these companies were 
at the public feed trough for the past 20 years, whether they were known to get 
contracts with political connections. 

He didn’t say anything about any of these companies. I did, 
frankly, discuss it with him because there are always so many charges 
around town. [Reading :] 

“Did Leonard Hall tell you I called him?” 

“No. There are some firms that have been accused of getting some business 
because of political friendships. When the Spanish bases contracts were let, 
there was so much talk about how the companies managed to get in there.” 

“Did your showing him the list have anything to do with the talk that Snare- 
Merritt was a New Deal company?” 


“Partly. It also had to do with all the talk about Chip Roberts and his 
contracts.” 
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And I see that this just went on to talk about some other pressures 
that had been put on him. 

On being told again that Hall said he had no recollection of having 
seen a list, Mr. Mansure said: 

“IT don’t know what Hall said, but it would be only natural that I asked him 
the question, because I don’t want someone to say later that Mansure picked 
the company on a political basis.” 

“Did he mention something about Capital Transit?” 

“He asked if the Wolfson of Merritt-Chapman & Scott was the same Wolfsun 
of Capital Transit.” 


And that is that. 

Mr. Brooks. Well, thank you very much, Miss Nadler. Do you 
have any further questions, Mr. Reuss? 

Mr. Reuss. No. 

Mr. Brooxs. Mr. Younger? 

Mr. Youncer. Miss Nadler, I rather gathered from your testi- 
mony—and I never read the Fortune article—I am sorry—but you 
are rather convinced that there was bribery or crookedness in this 
deal ? 

Miss Napier. No, sir, I can’t say that I am confident of it. 

Mr. Youncer. Well, do you have a suspicion ? 

Miss Napier. Well, I think that the accumulation of our inter- 
views could lead to a suspicion, but I certainly could not be confident 
of it. 

Mr. Younger. Well, who do you suspect as receiving or giving a 
bribe ? 

Miss Napter. I don’t see any suspicion of bribery per se. The only 
thing I could suspect is that—I guess I have seen too many movies. 
I don’t quite know how to say this. The only thing I can think of 
is that Mr. Mansure had more of a connection with Mr. Balmer 
than he was willing to say to us and that it is possible that he did put 
certain contracts his way. 

Mr. Youncer. With Mr. Balmer? 

Miss Napter. Yes. 

Mr. Younger. But do you think that there was any undue influence 
other than this fact this Mr. Balmer—I don’t know, but I have heard 
that he is on the Republican Central Committee of Cook County, and 
has been for some 15 or 20 years. 

I mean, there is nothing unusual about county central committee 
from New York or Chicago or Cleveland or any of the rest of them, 
or Democratic Central Committee men coming down here. There is 
nothing new in that, but I would gather from you that you were 
suspicious over and above the ordinary political influence which both 
parties have with their county committees and so forth. 

There is nothing new in that, but over and above that, was there 
something else that you had in mind? 

Miss Napier. I guess you could say so, yes. 

Mr. Youncer. What I am trying to get at is what, over and above 
that, were you suspicious of? 

Miss Napier. Well, it seemed to me as we went along that Mr. 
Mansure was telling us that—well, he did note to us once something 
about having come to Washington clean as a hound’s tooth, and that 
he was attempting to run the organization on a very high plane and 
without any influence involved at all, and it seemed to me as we went 
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along and spoke to more and more people, that Mr. Balmer, in par- 
ticular, was playing more of an influence in some of the things that 
Mr. Mansure was eing than can ordinarily be expected between the 
head of the department and the political party from his home State. 

However, that is just my own Impression. ' 

Mr. Youncer. But you don’t know what extent or what he did 
over and above what he was doing for his party as a party leader in 
Cook County? Was there anything, in your opinion, that was over 
and above the ordinary political patronage that he might have been 
seeking or 

Miss Napier. Well, the fact that Balmer & Moore had gotten the 
brokerage insurance in Nicaro, I thought, was significant. 

Mr. Youncer. Do you think there was something crooked about it? 

Miss Napter. I am not saying it is crooked. I was just saying— 
vou had asked me if there was any connection over and above the 
normal political 

Mr. Youncer. Well—I think that insurance brokers—and we have 
a lot of them around—I think there are a lot of them that could come 
before this committee and testify that they have come down here and 
gotten insurance in the past. 

I think you will admit that, Mr. Chairman. That was nothing— 
I mean, I am not naive enough to believe that that is something new. 
What I am getting at is, is there something over and above? 

Is there some money passing, or bribery, or lying, or where the 
Government was cheated, or something like that, which you intimate? 

I would like to get some evidence. 

Miss Napter. | have no evidence of bribery. I couldn’t say any- 
thing about that. I could tell you one thing: This happened subse- 
quent to the publishing of our article. I have read you here that 
Mr. Mansure told us that Mr. Balmer had always been in the in- 
surance business, and at the hearings that were held in August, Mr. 
Mansure told another committee that the first he knew that Mr. Bal- 
mer was in the insurance business was when he read our Fortune 
article. 

Mr. Youncer. Well, we will make note of that, and when Mr. Man- 
sure comes, we will try and find out about that. 

Mr. Brooxs. Miss Nadler, we hope to have Mr. Mansure here on 
eg 

Mr. Youncer. But again, so far as you know, in all of your con- 
tacts with Mr. Mansure, could you say that in any way that the Gov- 
ernment has been cheated or that the Government has lost anything 
through this connection on insurance? 7 r 

Miss Naprrr. No, sir. The insurance evidently had to be given to 
somebody. I mean, there is no question about that. T can’t charge 
that x“ 

Mr. Youncer. The Government didn’t lose anything by it? 

Miss Napier. No, sir. : wee 

_Mr. Youncer. And so far as giving it to him, or somebody in New 
York or Atlanta or somewhere else, that is all there was; it just hap- 
pened to be him that got it. It could have been anybody else that 
got it? 

Miss Napier. Well, according to what Mr. Cremer said this morn- 


ing, the brokerage had to go to somebody ; there is no question about 
at. 
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Mr. YouncerR. Well, I just wanted to find out because I gathered 
from your remarks that you were quite suspicious that there was a 
shenanigan of some kind, wherein the Government, and a Govern- 
ment employee, was unfaithful to his trust, and as a result of that, 
the Government lost some money. 

Now, that is what we are after. At least I am not concerned about 
making a political document out of this, but if anybody is unfaithful 
to their trust, I want to know it, and that is what we are in here for. 

But if there is anything that you have got that is on that specifi- 
cally, or anything that you can tell us, I would like to have it. 

Miss Napier. Well, I think that what I have you can find in the 
article that appeared in Fortune. I think that you should read the 
Fortune article in that case. 

Mr. YounGer. Well, does it accuse Mr. Mansure of being unfaithful 
to his trust ? 

Miss Naber. I don’t think it accuses him in that many words, but 
it does set out what we were looking for and why we thought that 
GSA could be run on a slightly different kind of level. I mean, it is 
all there. It is in print in the August issue. 

Mr. Younger. | know it is in print, but I thought from your talk 
here that you were, a little over and above that, that what might be 
printed 

Miss Napier. Well, my talk was just from my notes, sir. 

Mr. Younger. Al] right. 

Mr. Brooks, Mr. Krueger? 

Mr. Kruecer. No questions. 

Mr. Brooks. Mr. Reuss. 

Mr. Reuss. Just one question to clear up in my mind the point that 
my colleague, Mr. Younger, is making. 

I take it your testimony, then, Miss Nadler, is not that there was 
any bribery or passage of money in this case, but that it was your 
feeling, and it is your feeling, that it was a funny coincidence that 
with the thousands of insurance brokers around the country, the insur- 
ance contract in this particular case happened to be given to a man 
who had this kind of political association with Mr. Mansure. 

Miss Napier. That is right. Bribery never entered into it. 

Mr. Reuss. I realize that you have said that there is no suggestion 
of bribery in this case. However, is it your feeling that it was a 
funny coincidence that this particular insurance contract happened 
to go to the firm of Balmer, which was a firm known to Mr. Mansure 
and a firm one of whose partners had been a political associate of 
Mr. Mansure? 

Miss Napier. That is right. 

Mr. Brooxs. Any further questions, Mr. Reuss ? 

Mr. Reuss. No. 

Mr. Brooxs. Thank you very much, Miss Nadler, for taking time 
out to be here. We appreciate your helpfulness and I wonder if Mr. 
Solow could now be the witness. 

Mr. Sotow. With the committee’s permission, I would like Miss 
Nadler to help me the same way, assuming I need her help. 

Mr. Brooks. Mr. Solow, will you please raise your right hand? Do 
you swear the testimony you are about to give this subcommittee will 


a ~ truth, the whole truth, and nothing but the truth, so help you 
rod ¢ 
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TESTIMONY OF HERBERT SOLOW, BOARD OF EDITORS, FORTUNE 
MAGAZINE 

Mr. Sorow. I do. 

Mr. Brooxs. Thank you, sir. Be seated. 

Give us your full name and your capacity as a newspaperman and 
writer ? 

Mr. Sotow. My name is Herbert Solow. Iam here under subpena. 
I am a member of the board of editors of Fortune magazine. 

Mr. Brooks. Mr. Solow, would you give us a full account, as your 
memory will allow, of your conversation with Mr. Schott concerning 
Mr. Balmer and the Montgomery Ward proxy fight and Mr. Schott’s 
talking to Mr. Balmer about the Nicaro project ? 

I wonder if you would give us in subtance what the facts are? 

Mr. Sotow. My memory is substantially and in part verbatim as 
read by Miss Nadler from her typed notes. I might look at them for a 
second to see whether there is anything else. 

I find at the end of Miss Nadler’s typed notes something in my 
handwriting, which indicates to me that when I read this I thought 
she had missed something. There are two points. 

One is that evidently I asked Mr. Schott whether he had said any- 
thing to Mr. Talbot or Mr. Hall about his interest in the Nicaro 
contract. He said he had not, and I guess you read that at that, didn’t 

you ? 
: And then another point: He told me that the Foundation Associates 
is 70-percent owned by the Louis Wolfson family. Otherwise, my 
memory coincides with what is on these notes. 

Mr. Brooks. You feel, then, testifying under oath, that the ma- 
terial read as spoken by Miss Nadler was correct to the best of your 
knowledge? 

Mr. Sotow. Yes, sir. 

Mr. Brooxs. You heard it all and listened to it ? 

Mr. Sorow. Well, I was rustling through papers trying to get her 
next item. 

Mr. Brooxs. Yes. 

Mr. Sotow. I will say this: I am certain that what I wrote and 
what is published in Fortune magazine was based on these notes, and 
that is to the effect that Mr. Schoot told me that he was acquainted 
with Mr. Balmer; that he had a business association with him in con- 
nection with the proxies for the Montgomery Ward fight; that at one 
time he was told that he was to have the Nicaro contract. 

Then some difficulties arose, and he took the matter up with Mr. 
Balmer; that he knew Mr. Balmer was a friend of Mr. Mansure, and 
that he felt that if you had a friend who was in trouble, something 
would be done about it, or words to that effect, as read by Miss 
Nadler. 

I think that about covers it. 

Mr. Brooks. I notice in your article that you pointed out that Mr. 
Mansure admits that Mr. Balmer has talked with him about GSA 
contracts. Among the instances that he says he can remember is the 
effort of a Moline, Il., architect to get a GSA contract for a Rock Is- 
land, Ill. project; the effort of a Milwaukee building material manu- 
facturer to sell his product to GSA. 
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That was in your article, and that was what Mr. Mansure told you. 
That was the gist of your understanding with him ? 

Mr. Sorow. - Yes, sir. 

Mr. Brooks. I notice you also point out that—and I am quoting 
your article here—that— 
with a nice sense of timing, Balmer & Moore registered in Illinos as insurance 
brokers in May 1954. 

Mansure had just set in motion the process that was to make available a good 
piece of insurance brokerage for a projected $40 million overseas construction 
job that was to be chosen a subcontractor who would have to buy a workmen's 
compensation policy. 

Now, thanks to Mansure, two-thirds of the brokerage fee is to go to Balmer 
& Moore. 

Now, is that exactly what he said in substance when you talked 
with him? 

Mr. Sorow. No, sir. Mr. Mansure never told me that two-thirds 
of the brokerage was to go to Balmer & Moore. 

Much of the rest of it came from Mr. Mansure. He told me about 
Moline and those other episodes. 

Mr, Brooxs. About the Milwaukee building-material manufac- 
turer ¢ 

Mr. Sotow. Yes, sir. The details about $40 million—I would say 
that is common knowledge. I think probably I heard it first from 
Colonel Pinkley, although it may have been Mansure. 

I probably heard it from both, and from many other people. The 
point about the two-third, I didn’t hear that from Mr. Mansure; no. 
No; he didn’t say that. 

Mr. Brooxs. Someone else told you that, and you put it in this 
article because you felt it was true? 

Mr. Sorow. Yes, sir. 

Mr. Brooks. Now, I see you say that Mansure admits that Balmer 
discussed Nicaro insurance with him. And Balmer sent to Mansure 
one Erwin Schaffer, a Balmer-Moore employee, whom Mansure in 
turn sent to his Nicaro operating officer. 

Later the agent revisited Mansure finally telling him that “things 
looks pretty good.” “Insurance,” Mansure says “is a byproduct of 
politics.” 

Mr. Sotow. That is correct. 

Of course, that statement, “Insurance is a byproduct of politics,” 
you heard read by Miss Nadler from her typed notes. It was immedi- 
ately preceded by another remark. I don’t know whether they should 
be separated by a period or by a semicolon. I think that would be 
optional. I did not quote the other part of the remark which is, “He 
has always been in the insurance business” because at the time I wrote 
the article, it seemed of no particular interest. 

I knew that he was in the insurance business by the time I came 
to write the article. I knew of it. I knew it as a matter of public 
record. He is a licensed broker or agent. I don’t know the exact 
term. 

It did not occur to me that Mr. Mansure’s remark was of any par- 
ticular interest, that part of it. And, so, I used only the second part, 
which seemed to me to be interesting. 

Mr. Brooks. I notice over here later in this article you say some- 
thing that interests me: 
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You say “What is more, the whole arrangement is probably illegal 
for Congress; as GSA’s general counsel, Maxwell Elliott has told 
Mansure, GSA gave no authority to run a nickel plant beyond a trial 

erlod that ended more than 2 years ago. Mansure says Nicaro’s 
egal status is ‘in a friendly tangle.’ ” 

Is that the gist of the thing? 

Mr. Sonow. Yes, sir. 

Mr. Brooks. I noted that you covered the Laramie discussion that 
this same subcommittee went into in 1954. And I read that over 
with great interest. I think you had that accurately laid out. And 
this subcommittee was very pleased then, as you know, to see that 
property sold for another $173,000, which represented a lot of money 
to both Democrats and Republicans. We were glad to see that. It 
was a bipartisan effort to sell the plant. We appreciated your com- 
ment on it. 

I wondered if you had any idea as to what a Mr. George Harris of 
Time, Inc., the Chicago Bureau, had told you about the lawsuit against 
Mr. Balmer in Chicago? 

Do you recall any discussion of that ? 

Mr. Sotow. Well, I am sorry, I don’t have a copy of my article. 
But my article does discuss that. 

Mr. YouNcer. You may use mine. 

They have just distributed them to us. I was interested in reading 
it. 

Mr. Sotow. I have read it before. I hate to take it away from 
you. 

Mr. Youncer. That is all right. I will get it back. 

Mr. Sortow. The article does discuss a lawsuit that Mr. Balmer 
is engaged in. And some of the information about it came from our 
Chicago Bureau, which is headed by Mr. Harris. 

Mr. Brooxs. What type of lawsuit is this? 

Mr. Sorow. It is a suit for fraud, brought by the United States 
Government. 

Mr. Brooxs. By our Attorney General Brownell? 

Mr. Sotow. By the United States Attorney there, Mr. Brownell’s 
local representative, I guess. 

Mr. Youncer. What is the date of the suit? Do you remember? 
Is it since January 20, 1953? 

Mr. Sotow. I think I could tell you that. 

I have the papers. But I didn’t bring them. My subpena said 
bring a lot of papers. But there were quite a lot. And I asked what 
this was about, and I thought it was mostly about nickel. So, I 
don’t have the complaint, the Government’s complaint, which I do 
have in New York. 

Mr. Brooxs. What was it, generally ? 

Mr. Sotow. Well, the date of the suit was—well, it is since Mr. 
Brownell became Attorney General. Is that the point? 

Mr. Youncer. Yes; that is the point. 

Mr. Sorow. Yes, indeed, sir. He brought the suit. 

Mr. Brooks. Is it a civil suit or a criminal suit ? 

Mr. Sorow. It is a civil suit. 

It was brought last December. December 1954. 

Mr. Youncer. I just wanted to point out that we are interested in 
keeping our own skirts clean. 
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Mr. Brooxs. A commendable objective. 

Mr. Harpy. We all claim that objective. 

Mr. Youncer. As long as we are making a political document here, 
we want our side represented. 

Mr. Brooks. I think it is perfectly obvious that the Attorney Gen- 
eral’s office is making some effort to prosecute this man. 

Mr. Youncer. I think they are making a great effort to prosecute 
many people. 

Mr. Brooxs. Well, Mr. Solow, I wondered, sir, if there was any 
further comment you might give us about that article. What was 
your general feeling about it? 

' Do you feel that it reflected accurately and substantially the facts? 

Mr. Sotow. Very substantially. 

Various people have made criticisms saying this is wrong in it or 
that is wrong in it. And whenever they have been made, I have 
rechecked. And I found it was necessary to make one correc- 
tion. And that correction was made and published in Fortune Maga- 
zine in December or January. I think it was December. And on that 
occasion we also published a letter which Mr. Mansure wrote. And 
then we made this correction. I do not have that with me, either. I 
am sorry. 

Mr. Brooks. I do not recall what the correction was. And I haven’t 
read this later article. Would you mind just essentially enumerating 
that for us, because we would like to have the facts straight ? 

Mr. Sotow. Yes. It says in here that at the time of going to press, 
the construction work on the expansion project at Nicaro was behind 
schedule, I think, one-sixth. 

Mr. Brooks. One-sixth ? 

Mr. Sotow. I think that is what we printed. 

Mr. Brooks. And you corrected that to say what? 

Mr. Sotow. The fact is that it is one-sixteenth, or 6 percent behind 
schedule. I always do poorly at mathematics. And for once Miss 
Nadler failed to catch my slip there. 

Miss Nadler informs me it is Just the opposite: We said one-sixth, 
and it is one-sixteenth. 

Mr. Harpy. It was a transposition of one-sixth and one-sixteenth. 

Mr. Sorow. Yes. One way or the other. I forget which is bigger. 
[ think we did them an injustice by the mistake. And my effort was 
to correct It. 

Mr. Brooks. Well, that is very kind. 

Mr. Sotow. Otherwise, I don’t know of errors. As I say, a number 
of arguments have turned up on my desk about this or that. And I 
have looked into it further. And I don’t know what else I ought to 
concede. I don’t think of anything at the moment. 

Mr. Brooks. I have no further questions. 

I think maybe the other subcommittee members might have some 
questions. 

Mr. Reuss, do you have any question of Mr. Solow ? 

Mr. Reuss. Well, yes. I would like to call Mr. Solow’s attention to 
his August 1955 article in Fortune, and very particularly to page 188 


ae it is said in the right hand column, the third paragraph from 
the end: 


_Right after the election, Balmer & Moore, using the letterhead of the Cook 
County Republican organization that they control wrote to Brownell. In tones 
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of familiarity they asked for Mansure’s appointment to the GSA job. The letter 
was eventually forwarded to Sherman Adams, Eisenhower’s chief of staff. 

Has Mr. Mansure or anyone else denied the truth of that statement? 

Mr. Sorow. If so, it has not come to my attention. 

Mr. Reuss. There was no denial of that statement in the letter which 
Mr. Mansure wrote to Fortune magazine complaining of certain in- 
accuracies in the article; was there ¢ 

Mr. Sotow. No, sir. 

Mr. Reuss. Has Mr. Mansure or anyone else denied either orally or 
in a letter as far as you know the statement made here in the hearing 
room this morning by Mr. Cremer that Mr. Mansure directed him to 
use the services of Balmer in procuring the insurance contract on the 
Nicaro deal ? 

Mr. Sotow. As far as I know, no, sir; I never heard of any denial! 
of that statement; no, sir. 

Mr. Revss. That is all. 

Mr. Brooxs. Mr. Younger? 

Mr. Youncer. I wanted to ask you the same questions that I asked 
Miss Nadler. 

In all of this, did you gather that there was something of suspicion 
in the way of bribery or guilt of an unfaithful performance of trust? 

Mr. Sortow. As to bribery, sir, I have no such suspicion. I do not 
know how far you have had. a chance to read, but it says something in 
there about Mr. Mansure’s financial integrity at any rate. It says 
that there is no question about it. 

Mr. Youncer. Well, you are experienced in the world. And is there 
anything unusual for the chairman or the vice chairman of a county 
committee of either party writing to somebody in Washington recom- 
mending somebody for a job? 

Mr. Sotow. I do not think there is; no, sir. 

You mean a job with the Government ? 

Mr. Younger. Yes. It was brought out here that he recommended 
Mr. Mansure as though that were something rather dirty and foul. 

Mr. Sotow. By “here” you mean by me in the article? 

Mr. Youncer. Well, I mean in the testimony here and in the ques- 
tioning as though that was rather foul for a county committee to write 
to somebody in Washington recommending somebody for appointment. 

Mr. Reuss. Just a moment. If the gentleman will yield. 

Mr. Youncer. Yes. 

Mr. Reuss. If you are referring to my question, I simply asked the 
question whether or not that letter was written and whether there had 
been any denial of it. 

The toning of the statement is yours rather than mine. 

Mr. Younger. You wouldn’t have asked the question if you hadn't 
thought there was something wrong in it. 

Mr. Harpy. Well, now, we don’t want to be suspicious. 

Mr. Youncer. You want to read into those things something that 
is wrong. I don’t think that is something wrong. If there is some- 
thing wrong about this, we want to get at it. And this suit on Mr. 
Balmer that you mentioned about a $400,000 suit, do you recall what 
he did, or what he is accused of doing? 

Mr. Sotow. More or less; yes, sir. 
Mr. Youncer. Well, let’s have the more or less. 
Mr. Harpy. Does the gentleman want hearsay ? 
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Mr. Sorow. I thought I would have to go back to get what Mr. 
Brownell’s district attorney says; but I have a summary here. 


Balmer has also been interested in Government surplus. 
I am reading from the Fortune magazine article. 


For one set of surplus deals, a group of men, including Balmer, are now 
defendants in Federal court in Chicago in a $400,000 fraud suit. The statute 
of limitations has run on criminal prosecution. But a civil action was brought 
last December by the Justice Department. 

In 1946, according to the complaint, the defendants induced veterans to permit 
use of their names so that Balmer and the others could fraudulently purchase 
unused trucks and other then-scarce and much-sought items. Some of the 
defendants’ agents, according to the United States attorney, were exconvicts, one 
a counterfeiter. And when some of the veterans wanted to pull out of the 
scheme, they were threatened with violence. 


That is my summary of the complaint. 

Mr. Youneer. And that happened back in 1946? 

Mr. Sotow. Yes, sir. 

Mr. Younger. And there was no suit brought by the previous ad- 
ministration at all on that crime until Mr. Brownell filed the suit; 
is that true? 

Mr. Sotow. I can’t answer that question, sir. I am inclined to 
think the answer is “Yes.” 

Mr. Youncer. I am too. 

Mr. Sotow. I am inclined to think so. 

Mr. Younger. I would judge so, following the other suits that were 
filed in those days. 

But I think he is coming, and you have subpenaed all the records 
and everything. 

Mr. Brooxs. Yes, sir. 

Mr. Youncer. We can get that from him. 

Mr. Brooxs. He will be here. Wecan ask him about it and find out 
from him. 

Mr. Younger. That is all. Thank you. 

Mr. Brooks. Mr. Hardy. 

Mr. Harpy. Just 1 or 2 questions here. 

The question was raised a while ago about the possibility of bribery 
involved here. I hadn’t understood that there had been any allega- 
tions of bribery. 

Mr. Brooxs. None on the committee’s part. 

Mr. Younger. All I wanted to do was clear the record so that there 
would be no question as to whether there was any inference or any 
conclusion that either of them had, that in all of this that there was 
any bribery in connection with it. 

Mr. Harpy. I am glad to find out the basis for that, because I 
hadn’t realized there had been any implication of bribery. 

I had observed in just reading the semiheading of the article the 
charge that there was favoritism, factionalism, sloppiness, and waste. 
I would like to inquire from Mr. Solow whether there has been any 
subsequent developments that changed his opinion about the existence 
of those particular factors in this case? ' 

Mr. Sotow. No, sir; neither up nor down. 

Mr. Harpy. So, your conviction is unchanged ? 

Mr. Sorow. Yes, sir. 

Mr. Harpy. On this politics line, I am not too much concerned 
with partisanship in politics. But I must observe from Mr. Solow’s 
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testimony that apparently Mr. Balmer has done a pretty good job 
at covering both sides of the street. 

Mr. Youncer. Will the gentleman yield ! 

Mr. Harpy. I will be delighted to. 

Mr. Younger. As I understand it—and I come from the West, so 
I know little about these big city politics—but I understand that they 
have rather a system of splitting patronage regardless of who is 
in power. 

Mr. Harpy. We found that out in the case of a 4 percenter who 
developed under the Republican regime. He had been operating as 
a 5 percenter under the Democratic regime. 

Mr. Brooks. Mr. Hardy, do you have any more questions of Mr. 
Solow? 

Mr. Harpy. No, Mr. Chairman. 

Mr. Brooxs. Mr. Kreuger? 

Mr. Krevcer. I have no questions. 

Mr. Brooks. Mr. Reuss? 

Mr. Reuss. I haven’t a question; but I wanted to straighten out 
an earlier question which apparently my colleague, Mr. Younger, 
misconstrued. 

I do not think there is anything wrong, and it is a very common 
yractice, for Republican or Democratic county chairmen to write 
Federal officials asking for the appointment of a particular person. 
I would agree that that by itself 1s not corrupt. However, I want 
to make my position very clear right now that I think it is extremely 
wrong, in a circumstance where a county chairman has made repre- 
sentations like that and has been instrumental in securing a Federal 
appointment of a Federal official for that Federal official to tell a 
contractor with the Federal Government who that contractor has 
to use as his insurance broker, because that is not only favoritism, 
but by limiting the contractor’s freedom of choice, it may—whether 
it did in this particular case or not—add to the taxpayers’ burden, 
because it means that instead of shopping around and getting the 
insurance that will do the job cheapest, he has got to go to one par- 
ticular place, namely, the politician who was instrumental in getting 
him the job. 

And I am sure you agree with me that if those facts are true, that 
whether the culprit is a Democrat or a Republican, it is corrupt and 
wrong. 

Mr. Youncer. Well, I think you must have missed a lot of testi- 
mony this morning. The broker had nothing to do with the bidding 
of insurance. The insurance is bid by the companies themselves. 
And the low bidder got the insurance. But under the law, the insur- 
ance company cannot write the insurance unless they give to a broker 
10 percent commission. 

Now, there is no cost at all, additional cost. to the Government in 
any way, shape, or form. And that is a part of the testimony this 
morning. 

Mr. Kevss. If it did not cost the taxpayers anything extra, then 
one of the two evils that I have described drops out. But there re- 
mains the very important evil of favoritism. And I am sure that you 
will agree with me that whether it is Democratic inside dealing and 
favoritism or Republican inside dealing and favoritism, it is dead 
wrong. 
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Mr. Youncer. That is right. We compained about it for 20 years. 

Mr. Harpy. Well, now, let us complain a little. 

Mr. Youncer. I have one question, Mr. Chairman. 

Mr. Brooks. All right. 

Mr. Youncer. On the legal status of this operation, you have the 
opinion that this is an illegal operation down there? 

Mr. Sotow. Well, sir, I am not a lawyer. And I don’t know that 
Iam entitled to an opinion. I do report that there have been a number 
of indications from official sources that the legality of the operation as a 
management fee job beyond an early trial period is in question. This 
was questioned some years ago in a public document by the Paley 
Commission. At least by inference. And it was questioned within 
GSA by GSA’s own legal staff. 

And there is quite an extensive document on that. 

Mr. Youncer. Well, now, you are referring now to the work for 
the extension, or for the complete operation ? 

What is the illegal part? 

Mr. Sotow. The question of illegality goes to the contract held by 
Nickel Processing Co. to operate the present plant as a hired manager 
for GSA. 

Mr. Youncer. That is the contract that Mr. Larson executed in 
January 1953? 

Mr. Sotow. That is right, sir. 

Mr. Youncer. And you say there is the legal question of that ? 

Mr. Sorow. It has been questioned within GSA, yes, sir, as well 
as on that other occasion. 

Mr. Youncer. Do we have the attorneys coming on that ? 

Mr. Brooxs. Mr. Younger, that, I think, is the operation of a letter 
of intent. And I think we will have Mr. Wildner next who probably 
can give us the background on this letter of intent which allowed 
Nickel Processing to operate for sometime. It has been extended. But 
that is the question. There may be some question about the original 
desirability that you may want to raise. I don’t know. But the 
question that he was particularly discussing, I think, was the extenua- 
tion of this same letter of intent. It has been revised 8, 9, or 10 times, 
And I think we can get the details of that from Mr. Wildner who is 
perfectly familiar, I am sure, with his Nickel Processing Co. 

Mr. Youncer. Yes. 

Mr. Brooks. Have you further questions of Mr. Solow? 

Mr. Youncer. No. 

Mr. Brooks. I want to thank you for coming down, Mr. Solow. 

Mr. Sotow. Would you allow me to say just one thing before I 
finish ? 

Mr. Brooks. Yes. 

Mr. Sotow. The point which has been discussed here by committee 
members: I just wanted to clarify that. 

When I stated that Mr. Balmer and Mr. Moore had recommended 
Mr. Mansure, although I consider myself quite naive politically, I 
did not mean that this was unusual for a county committee to do, or 
that there was anything whatsoever wrong with it in itself. 

Mr. Youncer. Thank you. 

Mr. Brooxs. Thank you very much, Mr. Solow. I appreciate hav- 
ing you down, and also Miss Nadler. 
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Mr. Brooxs. Mr. Wildner is here. He is the president of the 
Nickel Processing Corp., and vice president of National Lead, and he 
is a very important man in all of these negotiations. Would you 
like to take a 5-minute recess ? 

(A short recess was taken) 

Mr. Brooks. Gentlemen, the subcommittee will come to order. 

Prior to starting with you, Mr. Wildner, Mr. Breyer had one short 
statement that he thought might he informative as to the purchasing 
procedure. Mr. Breyer is with Singmaster and Breyer. 

Mr. Breyer. Mr. Chairman, I listened to the testimony of Mr. 
Gerstle this morning, and very intently to the rest of the testimony this 
afternoon, and there was an important omission which I think the 
committee would want to know. 

Mr. Gerstle did not mention the fact that the purchase orders in the 
comparison of bids after Snare-Merritt had amended them went to 
the General Services Administration and in turn to Singmaster and 
Breyer, and we have evaluated hundreds of purchase orders and made 
thousands of comparisons of bids. Our files show the results of those 
examination and comparisons, and I just want to go on record for the 
behalf of the committee that in all those millions of dollars worth of 
business there was never at any time any indirect or undue pressure 
brought on Singmaster and Breyer to favor any piece of equipment. 

There were obviously strong proponents of one type of equipment 
against another, and sometimes the arrangement between ourselves and 
the engineers or constructors went one way and sometimes another. 
But at no time in this whole year-and-a-half of our association was 
there any slightest intimation of any attempt or any favoritism on 
the part of any purveyor of equipment or materials that we had 
examined. 

Mr. Harpy. You didn’t have anything to do with the procurement 
of insurance? 

Mr. Breyer. No, that was out of our realm. 

Thank you, gentlemen. 

Mr. Brooxs. Thank you very much for giving us that additional 
information. 

Now, gentlemen, I would like to call Mr. Wildner. 

Would you please raise your right hand, sir? 

Do you swear the testimony you are about to give this subcommittee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Winer. I do. 

Mr. DuBose. I am counsel for National Lead. My name is Du- 
Bose. It was very difficult for us in the rear of the room this morn- 
ing to hear the testimony. I realize the committee rules do not 
eall for any advance circulation of minutes prior to approval. I am 
wondering in these circumstances whether or not at our own expense, 
of course, it would be permitted for us to order, say, two copies over- 
night of the minutes. As I say, we will pay for it, knowing full well 
that there may be later corrections. 

Mr. Wildner’s name was mentioned, oh, dozens of times this morn- 
ing, and we couldn’t hear a thing of what was being said about him— 
whether it was for him or against him. 

Mr. Brooks. Well, I think that it was difficult to hear for many of 
the people, and there are many folks in your same category who 
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didn’t hear everything and who would like to have an opportunity 
to go over the testimony very carefully. The Subcommittee’s norma] 
policy is for testimony of this type to be submitted to the members 
of the subcommittee prior to any release to the public or anybody 
else, in order that they may have a chance to look at it, but in view of 
the peculiar circumstances here that you didn’t get to hear it all 

r. Harpy. Would you entertain a motion? 

Mr. Brooks. Yes. 

Mr. Harpy. I move that we make the transcripts available as soon 
as they are prepared by the stenographer. 

Mr. Brooxs. Well, Mr. Hardy, would it be all right if we amend 
that to say as soon as the members in the morning who are here, have 
had an opportunity to look at it? I anticipate that that would be in 
the afternoon. 

Mr. Younger. I would seek the motion without that provision. 

Mr. Harpy. I would be agreeable to that amendment. I would be 
willing to go a step further. That any member who was agreeable 
could waive that right. As far as I am concerned, I am willing to 
waive mine. I think under this set of circumstances, unless the 
chairman has some particular personal feeling that he wants to review 
his own remarks—— 

Mr. Brooks. I certainly want to take a look at it beforehand. 

(Discussion off the record.) 

Mr. Brooks. If Mr. Hardy is willing now, and Mr. Younger doesn’t 
mind, certainly Mr. Krueger, Mr. Reuss and myself 

Mr. Revss. I will join in the waiver. I think Mr. DuBose has 
explained that they will get this transcript on the understanding that 
we haven’t had an opportunity to look at it and will use it in that 
way. 

As far as I am concerned, he can have it as soon as it comes off 
the typewriter. 

Mr. Brooks. I would like to look at it first so if it is all right, we will 
make it subject to that qualification, and I would anticipate that they 
could probably have it well before noon. 

Mr. Youncer. I waive. It is whenever you are willing to re- 
lease it. 

Mr. Brooks. I would like to take a look at it first. 

Is there any objection to that? 

Mr. Harpy. That is all right with me. 

Mr. Reuss. Yes, that is all right with me. 

Mr. Brooxs. And while we are here, Mr. Riehlman is not and Mr. 
Moss is not here, but they have not attended so I don’t think they 
would object to us going ahead and releasing it. 

Mr. Harpy. We have a quorum present. We can approve of this 
action right now. 

Mr. Brooks. It will be so ordered. And I will notify them in the 
morning just as soon as I have looked it over, and they will be available 
without any further problem to you. 

If you will keep in touch with the reporters, I will notify them and 
tomorrow by noon you can have all the copies you want to pay for. 

“4 DuBose. Thank you, Mr. Chairman. We appreciate that very 
much. 

Mr. Brooks. Mr. Wildner, would you give your full name and your 
capacity in these two large organizations to the committee, sir ? 
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TESTIMONY OF H. C. WILDNER, VICE PRESIDENT, NATIONAL LEAD 
CO., AND PRESIDENT, NICKEL PROCESSING CORP. 


Mr. Witpner. My full name is Harry C. Wildner. I am vice presi- 
dent of National Lead Co., and I am president of Nickel Processing 
Corp. 

Mr. Brooks. Thank you, sir. I wondered if you could tell me wheth- 
er the Government plant uses the Caron process to produce the nickel 
oxide and the sinter that is produced at Nicaro? 

Mr. Witpner. Mr. Chairman, the Caron process has two stages, 
one might say. Portions of the Caron process are presently being 
used at Nicaro and other portions of the Caron process are not being 
used. 

Mr. Brooxs. Does National Lead own an interest in this process 
directly or indirectly ? 

Mr. WitpneER. No, sir, we own no interest. 

Mr. Brooxs. Would you describe briefly the original contract be- 
tween the Nickel Processing Corp. and the General Services Adminis- 
tration to operate the Nicaro plant—just briefly. This was the orig- 
inal one I think, back in 1951. 

Mr. Witpner. If I am not mistaken, the original contract was signed 
on January 15, 1951, between, I believe it was Mining Equipment 
Corp., so-called, and GSA. 

The contract was later assigned by the Mining Equipment Corp. to 
Nickel Processing Corp. 

Mr. Brooks. Has this letter contract ever been reduced to a defin- 
itive contract ? 

Mr. Witpner. Not to my understanding. I think we are still work- 
ing on the original draft of a definitive contract. 

Mr. Brooks. Under the original draft ? 

Mr. Witpner. It is really a draft of a letter of intent, plus amend- 
ments. 

Mr. Brooks. As amended ? 

Mr. Witpner. As amended. 

Mr. Brooks. How many times has this letter of intent been 
amended ? 

Mr. Witpner. I believe up to now, Mr. Chairman, there are 12 
amendments. 

Mr. Brooxs. When did you purchase this interest of the Billiton 
Co. in Nickel Processing Corp., and by “you,” I mean National Lead? 

Mr. Wivtpner. National Lead first purchased an interest in Nickel 
Processing Corp. the early part of 1951. At that time National Lead 
purchased a 30 percent interest, some several months after the for- 
mation of Nickel Processing Corp. and the assignment to it of the 
Nicaro operating contract. 

Mr. Brooks. Later, you bought some additional interest in the 
Nickel Processing Corp. ? 

Mr. Witpner. Later, that is so. 

Mr. Brooks. Do you recall the date, the amount that you purchased, 
roughly what the cost was? 

Mr. Witponer. In 1952, National Lead purchased an additional 39 
percent interest in Nickel Processing Corp. 

Mr. Brooks. Giving you a total of 60 percent ? 
Mr. Witpner. That is right. 
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Mr. Brooks. Do you recall what the cost was on that? 

What was the cash sale or stock transfer, or what was it? 

Mr. Witpner. It was a cash transaction, Mr. Chairman. 

Mr. Brooks. Have they bought any more of that stock ? 

Mr. Wirpner. In the latter part of 1954, National Lead acquired 
an additional interest in Nickel Processing Corp. At the present 
time National Lead’s interest is approximately 74 percent. 

Mr. Brooks. Have you had any association with Mr. Leto Gonzales, 
of Cuba? 

Mr. Witpner. Yes, sir. 

Mr. Brooks. What is the extent of that association, sir? 

Mr. Wiipner. Mr. Leto Gonzales is a stockholder of Nickel Proc- 
essing Corp. 

Mr. Brooxs. And that has been the extent of your association with 
him ¢ 

Mr. Witpner. And I might also add is a vice president and director 
of Nickel Processing Corp. 

Mr. Brooks. How has stock ownership in the Nickel Processing 
Corp. changed since Billiton sold their interest in 1952? You have 
acquired up to 74 percent, and the remainder of it has gone where? 
Or remained where ‘ 

Mr. Witpner. After 1952, 40 percent of the stock of Nickel Proc- 
essing Corp. was owned and held by a Cuban corporation called 
Formento de Minerales, of which Mr. Gonzales and others were 
stockholders. 

In the latter part of 1954, one of the stockholders in Formento de 
Minerales desired to withdraw, and as a result of his withdrawal, his 
holdings were disposed of to National Lead Co. and Mr. Gonzales. 

Mr. Brooxs. I wonder what the total cash investment for that 74 
percent of stock is? 

I have never received a study of the accounting structure of that 
organization. 

Mr. Witoner. I am afraid I cannot recall that, but it is easily 
obtainable, and I shall do so if you desire. 

Mr. Brooks. All right. I would like very much to have that, if 
possible; you might submit it to us on Monday, or perhaps you could 
send it in. 

Mr. Witpner. Are you alluding to National Lead Co.’s cost of 
Nickel Processing stock ? 

Mr. Brooks. Yes, sir. The separate purchases. They may have 
been for different amounts, depending on the value of the stock 
acquired at three different times, and just roughly what that total 
figure is. 

What is the status now of the Nickel Processing Corp. of New York? 

Mr. Witpner. The Nickel Processing Corp. of New York is a fully 
owned subsidiary of the Nickel Proc essing C orp., Delaware, organized. 

Its functions are merely to operate the New York office of Nickel 
Processing Corp. and take care of purchasing and traffic and other 
office matters relating to the Nicaro operation. 

Mr. Brooks. Thank you. 

[ am referring now to the amendatory letter No. 9 to your letter 
agreement, originally dated January 15, 1951, from the GSA to Nickel 
Processing Corp., and signed by Mr. Jess Larson, the Administrator. 
And in that ninth amendment to this letter of intent—and this is 
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dated January 23, 1953—under some introductory material its points 
out and provides for some changes in the fees to be paid the Nickel 
Processing Corp., and I quote here from 2, paragraph 4, of said letter, 
which is amended by adding thereto the following subparagraph (h) 
and (i). 

(h) In the event you are successful in developing a process for the production 
of a sinter form or a comparable bricket form of nickel oxide, and the Govern- 
ment approved the installation of necessary capital facilities and the operating 
costs of producing such improved forms, the fee for such production will be at 
the rate of 1% cents per pound of contained nickel instead of the present fee of 
1 cent per pound of contained nickel in the form of powdered nickel oxide. 


And: 


(i) In the event you are able to develop a process for the production of nickel 
metal, and the Government approves the installation of the necessary capital 
facilities based on the cost of such facilities and the operating cost of producing 
such improved form, the fee for such production will be at the rate of 2 cents per 
pound of nickel instead of the fees indicated above for the various forms of nickel 
oxide in part consideration for the assumption by you of the additional work 
connected with the experimental and research program and economical produc- 
tion provided herein, you shall be paid an additional fee of one-quarter cent per 
pound of contained nickel in any form produced. 

I wonder, sir, why, when the original fee was 1 cent per contained 
pound of powdered nickel oxide, that fee was increased 50 percent. 
What was the basic reason for that, and the explanation of it? 

Mr. Wirpner. Under the original Nicaro operation, and at the be- 
ginning of the second Nicaro operation, the only product that the 
Nicaro plant could produce was nickel oxide powder. It was recog- 
nized by the Government that nickel oxide powder provided nicke! 
to industry in possibly its least desirable form. The Government, or 
GSA, rather, was interested in upgrading the product of Nicaro so 
that it would be available and usable by more industry than might 
be limited in powder form. 

Consequently, as an inducement to make a more usable and useful 
product, General Services agreed to pay the additional fee of one-half 
cent per pound for sinter and 1 cent per pound additional for metal. 

Mr. Brooxs. Have you ever produced nickel in bar metal form ? 

Mr. Winner. I should add that we have not yet succeeded in pro- 
ducing it in metallic form. 

Mr. Brooks. Now, in addition to that, you got the one-fourth of « 
cent for research. Now, you also get, I think—what is it, 2 cents on 
sales? 

Mr. Winer. Two-tenths of 1 cent per pound of nickel on sales and 
distribution. 

Mr. Brooks. That amounts to a total of what—1.95 is your total fee 
for producing and selling—-or selling and distribution ? 

r. Wirpner. It is 114 for sinter and 25 points for research would 
be 175, and 175 plus zero zero 2 is 1.752. 

Mr. Brooxs. Do you know what that amounted to last year in 
dollars, roughly? You might say on the sintering process, that is the 
cent and a half, what does that amount to? 

Mr. Winer. Are you speaking in the aggregate of all the items you 
just mentioned ? 

Mr. Brooks. I was thinking we would name it item by item and then 
give the aggregate so it would be obvious what is paid for the sinter- 
ing, for the normal production, then what is for research, then what 
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the amount is for sales. Then the total would give your gross yield 
from the production, selling, and distribution. 

Mr. Witpner. I am afraid, Mr. Chairman, I cannot give you the 
details, but in the aggregate it amounts to about $40,000 per month. 

Mr. Brooks. Roughly $480,000 per year? 

Mr. WILDNER. ny de 

Mr. Brooks. That includes sales and distribution ¢ 

Mr. Witpner. That is right. 

Mr. Brooks. Now, I would like to ask you, sir, if you could explain 
the expenses and the fee to the National Lead in regard to the research 
for the Nicaro plant, as to where the laboratories are, how much of a 
fee goes to National Lead for that particular service. 

Mr. WitpneR. May I have the opportunity of correcting my last 
statement to indicate that the only fee received by National Lead Co. 
is the one which pertains to the sale and distribution of metallic 
nickel. 

Mr. Brooxs. The only fee that goes to National Lead is for the sale 
and distribution of metallic nickei? 

Mr. Wirpner. The other portion of the fee goes to Nickel Process- 
ing Corp. 

Mr. Brooks. Only the sales part of it goes to National Lead ? 

Mr. Witpner. That is right. 

Mr. Brooks. The research goes to Nickel Processing ? 

Mr. Witpner. That is correct. 

Mr. Brooks. Well, how much is that particular amount! 

You told me before you didn’t have the breakdown. Do you have 
an idea of what that would amount to? 

Mr. Wiipner. I would appreciate the fee to National Lead for—— 

Mr. Brooxs. Research ? 

Mr. Witpner. Well, I have to correct myself. 

Mr. Brooxs. All right, go ahead. 

Mr. Witpner. The fee for the production of nickel sinter and 
research goes to Nickel Processing Corp. 

Mr. Brooks. Yes, sir. 

Mr. Witpner. The fee for the sale and distribution of nickel metal] 
goes to National Lead Co. 

Mr. Brooks. Yes, sir. 

Mr. Wixtpner. I would hesitate to guess the amount of the latter 
fee. But it is easily ascertainable. And I can supply it. 

Mr. Brooxs. We would appreciate it if you would give us that. 
Now about the research. The fee for the research goes to Nickel Proc- 
essing or National Lead ? 

Mr. Witpner. Nickel Processing Corp. 

Mr. Brooks. Do you have a rough estimate of that that is? 

Mr. Witpner. Well, there again, Mr. Chairman, is the breakdown 
of the overall fee which I said approximated about $40,000 per month. 

It is a matter of analysis, again, to furnish you with the separate 
components. 

ree Brooxs. I think it is roughly $70,000. Does that sound about 
right ? 

Mr. Harpy. Why don’t we let him get an accurate figure ? 

Mr. Brooks. Allright. Would you get that for us? 

Where are the laboratories that Nickel Processing does its research 
in? 
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Mr. Witpner. Montclair, N. J. 
Mr. Brooks. They are owned by Nickel Processing? 

Mr. Witpner. The building is rented, and the equipment is owned 
by General Services Administration. 

Mr. Brooks. Is the fee in addition to the reimbursable expenses 
of operating the research plant 4 

Mr. Witpner. The fee is in addition to the reimbursable expendi- 
tures. 

Mr. Brooxs. Do you have any idea what the reimbursible expenses 
of operating this research center in the rented building with the GSA 
equipment is approximately ? 

Mr. Witpner. They are approximately $11,000 per month. 

Mr. Brooxs. About: $11,000 per month ? 

Mr. Witpner. Yes, sir. 

Mr. Brooxs. Could you describe for us the sales forces used by Na- 
tional Lead in selling Nicaro nickel ? 

Mr. Wipner. The National Lead sales force presently consists 
of a sales manager, and we have on loan a technical representative 
from one of the other divisions of National Lead Co. Due to the 
fact that the allocation of nickel to industry has been a rather inter- 
mittent affair—that is to say that quantities varied from month to 
month—it was difficult for us to assign a technical representative 
permanently. 

Therefore, our policy has been to borrow a technical representative 
in times when we had a substantial supply of nickel available for in- 
dustry and when the substantial amount of nickel was allocated to the 
stockpile we returned our special representative to the division from 
which he came. 

Mr. Brooks. How many people do you have normally assigned to 
the sale of this nickel ? 

Mr. Winer. As I said 

Mr. Brooks. I wondered what was the total. 

Mr. Witpner. We have a sales manager, a technical representative, 
and a stenographer. 

Mr. Brooks. Three? 

Mr. Wupner. That is right. 

Mr. Brooks. And then when you have an exceptionally high load 
of work you increase that by assigning additional people to it? 

Mr. Winer. No. That is not the maximum we have ever had. 
I think at a maximum we have had as many as five. 

Mr. Brooks. Normally you have the three? 

Mr. Witpner. Yes. 

Mr. Brooks. Does the Government pay their salaries directly or 
indirectly ¢ 

Mr. Wivpner. Indirectly through Nickel Processing Corp. 

Mr. Brooks. Asa reimbursible item ? 

Mr. Witpner. That is right. 

Mr. Brooxs. And the actual fee for this service you are going to 
give us on this breakdown ? 

Mr. Witpner. Yes, sir. 

Mr. Brooks. I wonder if you could explain all the fees and expenses 
that are allowed National Lead both at Nicaro and on other Govern- 
ment projects that may be held by National Lead ? 
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Do you have some reimbursible items and fees from tungsten 
and other nickel processing, sir 

Mr. WiLpnerR. National Lead has no fee, Mr. Chairman, with re- 
spect to Nicaro. The Nicaro fee is paid to Nickel Processing Corp. 

I am not—— 

Mr. Brooks. Except the sales? 

Mr. Witpner. Except for sales. 

Mr. Brooks. And you have no other fees that come in from a tung- 
sten operation? You are not involved in the tungsten business? 

Mr. Wiztpner. I am not familiar with any tungsten operation. 

Mr. Brooks. It was my recollection—I think we will get to this 
original contract in a minute—but I wanted to say I thought there 
was some supervisory fee for supervision that went to National Lead 
under the original terms of the agreement with Mr. Pinkley. But I 
think we will get to that ina moment. I just thought I would men- 
tion it now. I thought there was some figure of $30,000 for super- 
vision. 

I am speaking from memory now. I haven’t got that document 
right in front of me. We will get to it. 

Mr. Witpner. Possibly you are referring to the expansion contract, 
Mr. Chairman. 

Mr. Brooks. Yes; to the expansion contract. 

There is a fee there, is there not ? 

Mr. Witpner. There is a fee there of $30,000 a year; $30,000 for 
the entire program. 

Mr. Brooks. For the entire program ; for supervision ? 

Mr. Wiwpner. That is right. 

Mr. Brooks. I thought that was right. 

What is the present status of Mr. J. B. Bonner, who is, I think 

Mr. Winer. It is difficult for me to say what his present status 
is, Mr. Chairman; he left the employ of Nickel Processing Corp. about 
6 months ago. I have no idea of his whereabouts. 

Mr. Brooxs. He had worked for you all in what capacity ? 

Mr. Witpner. He worked for me as assistant to the president of 
Nickel Processing Corp. 

Mr. Brooks. I wondered if you would look over this letter to the 
Nickel Processing Corp. signed by Mr. Marvin Nichols, chairman of 
the Magnesium and Nickel Committee; if you would read it into the 
record, sir. And I apologize for those photostats. 

Mr. Witpner. This letter is dated June 19, 1952. It is addressed 
to Nickel Processing Corp., 149 Broadway, New York City, N. Y., 
attention Mr. H. C. Wildner, president. 

Gentlemen, this letter is in confirmation of the understanding had at a con- 
ference held this morning between representatives of the undersigned committee, 
your corporation, and the H. K. Ferguson Co. in reference to the engineering 
work to be done in—I think the word is “connection”—we will say connection— 
with the proposed expansion of the Government's nickel plant at Nicaro, Cuba. 
It is understood that the H. K. Ferguson Co. will submit to you a proposal cover- 
ing a proposed subcontract for the four phases of the contemplated engineer- 
ing work as discussed in the conference of this morning. 

Upon receipt of this proposal, you will request the approval of the Magnesium 
and Nickel Committee of your corporation entering into a subcontract with the 
H. K. Ferguson Co. covering this engineering work. In order to expedite to 
make ready work and to obviate any delay in this program, this letter will be 
your authority and that of the H. K. Ferguson Co. to proceed on phase one of 


this project, subject, of course, to the development, approval, and execution at a 
later date of a mutually satisfactory letter of intent. 
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This letter, as above indicated, only authorizes the implementation of phase 
1, which phase is a development of the elements that will be required in the 
proposed expansion program. The other three phases as discussed by us this 
morning deal primarily with the design and supervision of construction of such 
facilities, the need for which will be developed as phase one progresses. 

As explained by us in the conference today, it is our expectation that at such 
time as we desire to proceed with phases 2, 3, and 4, that negotiations will be 
conducted with the H. K. Ferguson Co. for this work. 

We are not, however, at the present time, in a position to make a firm commit- 
ment to H. K. Ferguson Co. for those additional three phases. 

Very truly yours, 
MakvIN C. NICHOLS, 
Chairman, Magnesium and Nickel Committee. 

Mr. Brooxs. Thank you very much. 

And along that line, I have here the agreement made and entered 
into-as of the 19th day of June 1952, executed on the 8th day of 
December of 1952, between the H. K. Ferguson Co., Inc., and the 
Nickel Processing Corp., to put the agreement into effect. 

The provision I wanted to point out at this time—and I will hand 
this to you to verify if you would—points out that whereas the cost 
of preparing the aforesaid engineering survey has been estimated to 
be in the sum of $150,000. I don’t think it 1s necessary to read the 
rest of this contract. But I would like you to take a look at that. 

Mr. Witpner. It seems to refer to an engineering survey in the 
amount of $150,000, Mr. Chairman. 

Mr. Brooks. By the H. K. Ferguson Co. for the Nickel Processing 
Corp., as laid out in paragraph 1 on page 1. 

Mr. WitpNer. That is true. It is signed by Nickel Processing 
Corp., J. B. Bonner, assistant to the president, and H. K. Ferguson. 

Mr. Brooxs. Thank you. 

Mr. Wipner. W. M. Thompson, vice president, I believe it is. 

Mr. Brooxs. I wondered when and whether there were negotiations 
for the increased fees paid to H. K. Ferguson for some of this engi- 
neering, for this design, It is my understanding he got some increased 
fees, and I wonder if you remembered the details of that. 

Mr. Wiipner. I don’t believe I will be able to recite the details. 
But the arrangement with H. K. Ferguson Co., was a rather, you might 
say, continuing one, and one which had certain phases in that the 
H. K. Ferguson Co., was asked to start design on the Nicaro nickel 
plant expansion before the expansion was officially approved by ODM. 

This came about because the Nicaro plant expansion had been dis- 
cussed and talked about and recommended for a considerable length 
of time before the official approval of ODM was forthcoming. But 
in the meanwhile, in order to save time, General Services Administra- 
tion made commitments to the H. K. Ferguson Co., with the view to 
getting the work started and underway so as to minimize as much 
time or to prevent the loss of as much time as possible. 

Mr. Brooxs. We will go into that a little further. It is pretty 
difficult to know every detail of that. 

(Discussion off the record.) 

Mr. Brooxs. Mr. Wildner, I wonder if you would just read this 
short letter explaining the hiring of National Lead engineers for ex- 
perimental research and expansion program in this letter dated Au- 
gust 7, 1952. 

Mr. Wiupner. This letter is dated August 7, 1952, addressed to Mr. 
H. C. Wildner, president, Nickel Processing Corp., 149 Broadway, 
New York City, N. Y. 
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Deak Mr. WILDNER; I refer to your letter of July 30, 1952, in which you set 
forth the method of handling charges arising from the use of National Lead 
Co, engineers who may be assigned in connection with the various experimental 
research and expansion programs as authorized by the committee. 

You are authorized to reimburse National Lead Company at the rate of $5.75 
per hour for engineers’ services, which includes clerical and home office super- 
vision, for payroll assigned to authorized projects. In the case of research, a 
man-day charged for research services of not to exceed $50 per day is authorized. 

In addition to these direct time charges, travel expenses are authorized in 
accordance with our July 25, 1951, instructions. 

Very truly yours, 
Marvin C. NICHOLS, 
Chairman, Magnesium and Nickel Committee. 


Mr. Brooks. Thank you, sir. 

I have here a letter that you sent to the Administrator of the GSA, 
Mr. Jess Larson, December 12, 1952, with what is apparently his 
notation : 


Nickel Committee, consider this, let me know recommend. 


And I would like for you to introduce this at this time if you 
would. You wrote the letter at that time. You may recall it. 

Mr. Witpner. This is a letter on the letterhead of Nickel Process- 
ing Corp., of New York, Singer Building, 149 Broadway, New York 
City, N. Y. It is dated December 12, 1952, and it is addressed to 
Mr. Jess Larson, Administrator, General Services Administration, 
19th and F Streets NW., Washington, D. C. 


DeAR Mr. Larson: Since the start of the present operations at Nicaro, Cuba, 
both the Government and Nickel Processing Corp. have been concerned with 
the fact that the nickel produced at the plant is in a form not completely accept- 
able to all industrial users. This is due primarily to the character of the 
process. In addition, there is a definite need to understand the requirements 
of the consumer and to acquaint him with the possible adaptability of the 
product. 

To correct these deficiencies, to secure maximum utilization of the Nicaro 
facilities and to improve consumer acceptance of the product, a well-conceived, 
comprehensive new product development and technical sales program should 
be immediately inaugurated. 

The urgency of this program is emphasized by the recent authorization to 
increase the capacity of the present plant by a 75-percent expansion. 

As well as the contemplated capital improvements to the existing facility, 
this new unit as well as any improvement should incorporate the most advanced 
technology, information for which should be obtained from the proposed devel- 
opment and utilization study. If you concur with the need and urgency for 
these investigations, we would point out that experience has long indicated that 
private enterprise when provided with adequate financial incentives can con- 
duct such a program more expeditiously and with greater possibilities of success 
than Government-sponsored projects. For these reasons, we are submitting a 
proposal to lease the facilities at Nicaro, Cuba. This proposal is in contem- 
plation of our obligations under letter of intent dated January 15, 1951, which 
provides for Nickel Processing Corp. to submit a lease proposal within 11 
months after the date of full operation of this plant. 

This lease proposal is for a fixed term of 10 years, with an option for two 
5-year renewals. The Government retains first call on the full production dur- 
ing the first 5 years of the lease in addition to its rights under the national- 
security clause. 

Furthermore, it provides for the lessee to establish and finance with its own 
funds the essential research program outlined above. 

In our opinion, this lease proposal offers the Government the protection of 
a maximum production and security of its investment. 

It provides the most logical approach to encouraging the establishment of a 
permanent and useful operating unit at Nicaro, Cuba. 

Very truly yours, 
NICKEL PrRocesstne Corp., 
H. C. WILDNER, 
President. 
74804—_56——_7 
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Mr. Brooxs. That was the basic proposal under which you all 
operated ¢ 

It apparently was approved, more or less, and you went along on 
that line. 

Mr. Witpner. Mr. Chairman, this appears to me to be an applica- 
tion for lease of the plant, or introducing our desire to lease the plant. 

Mr. Youncer. That was never executed. 

Mr. Witpner. I have to add that the lease was never executed. 

Mr. Brooks. That is right. And you went on and operated it un- 
der—Nickel Processing—under the letter of intent. 

Mr. Wiipner. That is true. 

Mr. Brooks. I have here a letter from Nickel Processing Corp. to 
Magnesium and Nickel Committee, attention Mr. Williams: 


GENTLEMEN: In connection with my letter of February 4, and your approval 
of February 26, concerning the employment of special consultants and advisory 
personnel from National Lead Co., I overlooked one department which may be 
utilized. It is anticipated that it will be necessary to secure the advice of the 
insurance department of National Lead Co. in working out the details of such 
coverages with your office. Accordingly, may we have your approval to include 
the assistance of the head of the insurance department of National Lead Co. at 
the previously approved rate of $95 per day? 

Very truly yours, 
NICKEL PROCESSING CoRP., 
J. P. BONNER. 


And I just wonder: Did they go ahead and utilize the services of 
that man, that insurance man ? 

Mr. Wiupner. The services of its manager have been utilized from 
time to time on all insurance plats involving the Nicaro operation 
and expansion program. 

But of course there have been no fees paid to the insurance depart- 
ment of National Lead Co. for this service other than those which 
might be payable under this letter. 

Mr. Brooxs. Thank you. I would like to put this letter in the 
record. 

It is a long letter. You might glance at it. It is to yourself from 
Mr. Nichols. And you might just summarize in a paragraph. We 
will put it in the record, if you will look it over. 


WASHINGTON 25, D. C., January 8, 1953. 
In reply refer to: PCCC Nicaro, Oriente Province, Cuba, Expansion of Facilities 
of the Cuban Nickel Co. Contract No. GS—00-S-2489. Negotiated contract. 
NICKEL PROCESSING CokP., 
New York, N.Y. 
(Attention: Mr. H. C. Wildner, President.) 


GENTLEMEN: The United States of America (hereinafter referred to as the 
“Government” ), acting by and through the undersigned contracting officer, hereby 
proposes to enter into a contract with you for engineering services necessary 
to expand the facilities of the Cuban Nickel Co. plant at Nicaro, Oriente Prov- 
_ince, Cuba, to increase production by 75 percent. 

The scope of the work consists of the preparation of detailed drawings, specifica- 
tions, and other incidental services as outlined in a report prepared by the H. K. 
Ferguson Co., titled “Plan and Cost of Expanded Facilities for Nickel Processing 
Corp., Nicaro, Oriente Province, Cuba,” dated December 1, 1952, but which 
may be modified by a decision to extract cobalt separately. 

Pending further authorization, actual design work shall be limited to such 
features of the work that will not have to be redesigned if separate cobalt 
extraction is incorporated in the plan of operation. 

Time schedules and preliminary flow charts based on the cobalt extraction 
will be commenced immediately. 
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It is understood that you will subcontract with the H. K. Ferguson Co. the 
major portion of the design work to be accomplished and that part of the work 
will be performed by the National Lead Co. in accordance with authority dated 
August 7, 1952, which authority and rates are attached hereto and made a 
part hereof. 

Prior to becoming effective for the purposes of the contract with the Gov- 
ernment, the form, substance, and amount of each subcontract shall be ap- 
proved in writing by the contracting officer, all modifications of subcontracts 
shall be approved in writing by the contracting officer prior to becoming effec- 
tive for the purposes of the contract with the Government. All cost-plus-a- 
fixed-fee subcontracts shall, with respect to the fixed fee, be subject to the limi- 
tations set forth in section 304 (b) of Public Law 152, 8lst Congress, approved 
June 30, 1949, as amended. 

The H. K. Ferguson Co. under their subcontract agreement with you, after 
taking bids for certain items of equipment, may purchase certificate drawings 
(shop drawings) of the equipment from the successful bidder. Prior approval 
of the Government’s representative shall be obtained before such purchases are 
made. 

Necessary travel performed by subcontractors’ employees under this contract 
shall be in accordance with standard Government travel regulations and shall 
be subject to prior approval of the Nickel Processing Corp. 

Pending execution of the formal contract, you will be reimbursed for the 
following items: 

1. Actual payroll expenses of the H. K. Ferguson Co. plus actual insurance 
and taxes. The Ferguson Co. will submit for approval by the Government 
a schedule of rates for the several classifications of employees. 

2. Design work performed by the National Lead Co. at the rates provided for 
in the authority dated August 7, 1952. 

3. Travel expenses in accordance with standard Government travel regulations. 

4. Purchases of certified drawings of major items of equipment. 

5. Any other direct expenses as approved by the Government through a repre- 
sentative to be designated. 

This letter contract will be formalized by the execution of a contract or con- 
tracts in a form to be mutually agreed upon by the parties hereto, which con- 
tract or contracts will provide for reimbursement for the above professional 
Services on a cost basis, without a fee. Until the execution of the formal con- 
tract or contracts, you will make no commitments or expenditures relative to 
the services hereinbefore specified in excess of $150,000. 

If the formal contract or contracts shall not have been executed on or before 
April 1, 1953, or on or before such later date as may hereafter be mutually 
agreed upon by the parties prior to April 1, 1953, or, for its convenience, the 
Government may terminate this letter contract, in which event you shall be 
paid for the work performed, a sum to be mutually agreed upon, not in excess 
of the limit above set forth, on the basis of the extent of services rendered 
by you as of the date of termination. Upon the payment of such sum, title 
to all drawings and specifications, materials, work in progress, and all things 
procured or produced by you in the performance of this letter contract shall 
vest in the Government. If the parties hereto fail to agree upon such sum, the 
contracting office shall fix the amount of such compensation, and his decision 
shall be binding upon the parties subject to written appeal by you within 30 
days to the Administrator of General Services, whose decision shall be final 
and conclusive upon the parties. 

You warrant that no person or selling agency has been employed or retained 
to solicit or secure this contract upon an agreement or understanding for a com- 
mission, percentage, brokerage, or contingent fee, excepting bona fide employees 
or bona fide established commercial or selling agencies maintained by you 
for the purpose of securing business. For breach of violation of this warrant. 
the Government shall have the right to annul this contract without liability 
or in its discretion to deduct from the contract price or consideration the full 
amount of such commission, percentage, brokerage, or contingent fee. 

You agree that the Comptroller General of the United States, or any of his 
duly authorized representatives shall, until the expiration of 3 years after final 
payment under this contract, have access to and the right to examine any di- 
rectly pertinent books, documents, papers, and records of yours involving trans- 
actions related to this contract. You further agree to include the following 
provision with appropriate insertions in all your subcontracts hereunder. 
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“(Name of subcontractor) agrees that the Comptroller General of the United 
States or any of his duly authorized representatives shall, until the expiration 
of 3 years after final payment under prime contract (contract symbol and 
number) between the United States of America and (name of contractor) have 
access to and the right to examine any directly pertinent books, documents, 
papers, and records of (name of subcontractor) involving transactions related to 
this contract.” 

The Government shall at all times have access to all books, records, corre- 
spondence, instructions, plans, drawings, receipts, vouchers, canceled checks, 
and memoranda of every description of yours pertaining to work under the 
contract. 

This contract is subject to the Renegotiation Act of 1951 (65 Stat. 7; 50 U.S. C. 
App. 1211, et seq.) and shall be deemed to contain all the provisions required by 
section 104 of said act. The contractor (which term as used in this clause means 
the party contracting to furnish the materials or perform the work required by 
this contract) agrees to insert the provisions of this clause, including this 
sentence, in all subcontracts as required by section 104 of the Renegotiation Act 
of 1951; Provided, That the contractor shall not b2 required to insert the provi- 
sions of this clause in any subcontract of a class or type which is exempt from 
renegotiation by or pursuant to section 106 of said act. 

It has been determined that this contract has a direct and immediate connection 
with the national defense. 

No Member of or Delegrate to Congress, or Resident Commissioner, shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this provision shall not be construed to extend to this contract if 
made with a corporation for its general benefit. 

You may accept this proposal by signing and returning to us the attached 2 
carbon copies of this letter contract within 5 days after receipt thereof. 

This letter contract is authorized by and has been negotiated under Public Law 
883, 80th Congress, approved July 2, 1948; Public Law 152, 8ist Congress, 
approved June 30, 1949, Defense Production Act of 1950, as amended. 

UNITED STATES OF AMERICA, ADMINISTRATION 
oF GENERAL SERVICES, 
By MARVIN C. NICHOLS, 
Chairman, Magnesium and Nickel Committee. 


Mr. Witoner. Mr. Chairman, I take this to be a letter addressed to 
Nickel Processing Corp., to my attention, for my attention, from 
Mr. Marvin Nichols, who was then Chairman of the Magnesium and 
Nickel Committee. Without reading it thoroughly, it appears to 
permit us to make a contract with H. K. Ferguson Co. for preliminary 
engineering work in connection with the Nicaro expansion with a lim- 
ited—up to a limit of $150,000, plus permission for us to be reimbursed 
for travel expenses under various other already-authorized letters. 

Mr. Brooxs. Thank you, and I have here a letter-—— 

Mr. Harpy. Didn’t I understand that we had a similar letter to that 
a while ago in which Nickel Processing and Ferguson were brought 
together and told to reach some sort of agreement on—I thought we 
did. Didn’t we have something of that kind? 

Mr. Brooks. Nickel Processing and Ferguson ? 

Mr. Harpy. Yes. 

Mr. Brooxs. Well, they are working together right along here, and 
there are some more amendments to the contract. The original con- 
tract was $150,000, and this is going to increase considerably. That is 
just the beginning. 

Mr. Harpy. I find myself a little bit handicapped. I thought there 
was a letter along that line a while ago, and in order to evaluate this 
thing is for us to study the full context, and the only way we will be 
able to do this is in the transcript. 

Mr. Brooxs. This is just a confirmation that this $150,000—that is 
what they started operating with Ferguson at, and it is going to 
increase considerably. 
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This letter is to Mr. Wildner and apparently was from GSA. It 


and says “Dear Mr. Wildner.” It is dated January 11, 1954. 
sg The Office of Defense Mobilization has authorized us to proceed with the 


d to i 75-percent expansion of the Nicaro nickel plant’s capacity. Consequently, we 
| desire to get the project underway as soon ag possible. 
You have very kindly offered to handle the entire project through Nickel 





a Processing Corp., which is appreciated. However, we cannot pass on to others 
the our overall responsibility for successful accomplishment. 

We believe that our normal procedure of awarding direct Government con- 
3c. tracts should be followed. Our current plan is to negotiate contracts with the 
d by H. K. Ferguson Co. for preparing final working drawings and specifications, 
pans 4 and for furnishing such supervisory services as we may require, and the Na- 
id by tional Lead Co. for consultation and advice on operational requirements and for 
this utilizing their technical know-how in coordinating the operations and the con- 
Act 4 struction, and a selected construction contract or for furnishing all labor, mate- 
‘ovi- fe rial, and equipment. 
rom | a This is our present thinking, but before making final decisions, I would like 

€ to have the benefit of your ideas. Therefore, I shall appreciate it if you can 
tion 5 come to Washington with such members of your staff as you feel necessary as 

a soon as it is convenient. 
lbe bo If Mr. Joe Martino can spare the time, I would be happy to have him attend. 
rise Please let me know what time will be satisfactory to you. Sincerely. 
tit i Mr. Harpy. Who signed that one? 
a2 ie Mr. Brooks. It is from the office of J. P. Pinkley. 

Mr. Harpy. And he is GSA. 
Law Mr. Broox:. That is right. There is a note at the bottom that says: 
_ This letter was not sent as the conference was set up for Thursday, January 
- 14, 1954, 3: 30 p. m. per Mr. Mansure, Administrator. 
Then there is a little handwritten starred note that says: 

e. Conference postponed to January 15, 1954, at 10 a. m. 
1 to Mr. Harpy. Could I make one further inquiry ? 
“om Then this memorandum, or letter, which was not sent, was written 
| prior to the one that was introduced in the record a moment ago. It 
: to must have been, because it authorized Nickel Processing to enter into 
ary something for Ferguson to spend $100,000. 
im- § Mr. Brooks. Ferguson had been spending some money all along 
ced i while they were planning this; is that right? Ferguson had been 

> doing some work prior to the full authorization to begin the work, to 

» see if it was feasible and practicable. 
hat © Mr. Witpner. That istrue. Ferguson commenced work long before 
ght § the expansion program was resolved as far as National Lead was 
we ie concerned. 

4 Mr. Brooxs. Now, this letter reflects what they were planning. 

Mr. Wirpner. I might add: Or ODM approval, as I said before. 

: Mr. Brooxs. This letter was laying out what they were planning 
and to do, and they didn’t send the letter, but they had the conference, 
on- i and I wonder if you will put the letter in the record. Mr. Wildner 
tis fa may want to look at it. What did they do at the conference? Did they 

>; make an agreement to give you the contract, and so forth, as they said 
ere [they had planned to do? 
this By Mr. Wirpner. Mr. Chairman, I believe, to my best recollection, we 


lbe [Pe discussed the essence of this letter at the conference noted here. This 
} is mentioned as being possibly on January 15, 1954, at 10 a. m. 

i Mr. Brooks. Do you recall being there? 
Mr. Witpner. I don’t recall the date of that conference, 

Mr. Brooxs. You did have a conference on that ? 
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Mr. Witpner. That is true. We had a conference on this subject. 

Mr. Brooks. What did they decide at the conference? 

Mr. Witpner. At that conference, National Lead Co. offered its 
services as the prime contractors for the Nicaro expansion. We did 
that for several reasons. We felt we were—and I speak of National 
Lead Co.—we felt we were eminently qualified to handle the construc- 
tion program as a prime contractor, because we, during the last 10 
years, have built approximately $100 million of capital plants, ap- 
proximately half of them without the aid of any outside contracting 
firm. 

We have also built about $7 million of plants for other corporations. 
Our second interest was related to the operation of the Nicaro facility 
by Nickel Processing Corp., which is a majority-controlled subsidiary 
of National Lead Co. 

The expanded Nicaro facility is a different construction project 
than building a new plant at a new location, in that the Nicaro ex- 
pansion program is an expansion of existing facilities. Under an 
expansion program, each particular operating unit which now exists 
must be tied into its counterpart, degree by degree, and it is intensely 
important as to the program for tying in so as to minimize delay. 

The Nickel Processing Corp. being charged with the production of 
as much nickel as possible during the shortest amount of time, was 
also interested in having delays reduced to a minimum, and we felt 
that if the National Lead Co., as prime contractor, supervised the ex- 
pansion program, we could thereby minimize delay of operation and 
thus sitions a maximum amount of nickel through our subsidiary. 

Mr. Brooks. Thank you very much. 

Now, I wonder, sir, if you would read this letter which is to yourself, 
from Mr. Pinkley, which increases the authorization for expenses of 
the engineering being done by the Ferguson Co. from that $150,000 
you talked about, Mr. Hardy. 

The date of this one is March 15, 1954, and in this it explains how 
we run that fee up to about a $925,000 authorization. 

Mr. Harpy. One other question. Was this letter after a contract 
had been awarded for the construction of this expansion program ! 

Mr. Brooks. I don’t think that it was. I think the National Lead 
Co. was 

Mr. Witpner. This letter is dated March 15, 1954, and I am under 
the impression that the contract with National Lead Co. for expansion 
was subsequent to that date. 

Mr. Harpy. Subsequent to that date? 

Mr. Brooks. Yes, sir. It was dated what? April 30, 1954? 

Mr. Witpner. That sounds like the approximate date. 

Mr. Brooks. That the contract was signed? 

Mr. Witpner. Between National Lead and the GSA. 

Mr. Brooxs. And you were authorizing Ferguson to continue. 
They were sending you authorization to tell Ferguson to continue 
up to this amount prior to the signing of the contract ? 

Mr. Wirpner. That is right. 

Mr. Brooks. Would you read that so we will get the idea of how 
Ferguson did on this? 

Mr. Witpner. This letter is dated March 15, 1954. It is titled 
“Fifth Authorization of Funds for Engineer Services, Incident to the 
Expansion of the Cuban Nickel Plant at Nicaro, GS-00-[BD]-1504.” 
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It is addressed to Mr. H. C. Wildner, president, Nickel Processing 
Corp., 111 Broadway, New York 6, N. Y. 


Dear Mr. WILDNER: Amendatory letter No. 7, dated July 16, 1952, between 
the Government, acting through General Services Administration, and Nickel 
Processing Corp., is the basic authority for the commitment of funds for pur- 
poses of engineering expenses incident to the expansion of the Cuban Nickel Co. 
plant at Nicaro, Cuba, and such amendment is a part of negotiated contract 
GS-00-[ BD ]-1504. 

It was contemplated by the parties thereto that the engineering program 
envisioned under amendatory letter No. 7 would be made effective through 
periodic authorizations covering various phases of the contemplated engineering 
program. 

Pursuant to this understanding, the initial authorization to you was made on 
January 8, 1953, in which you are empowered to subcontract with the H. K. 
Ferguson Co. and the National Lead Co. covering a limited portion of the work 
therein described, and with a monetary limitation thereon of $150,000. 

A second authorization was made to you on July 15, 1953, raising the monetary 
limitation to $300,000. A third authorization was made to you on November 6, 
1953, raising the monetary limitation to $400,000. 

The fourth authorization was made to you on November 30, 1953, raising the 
monetary limitation to $450,000. Engineering services authorized under the 
January 8, 1953, letter agreement and subcontract aforesaid have now advanced 
sufficiently to warrant the removal of the previous monetary limitation of 
$450,000. 

Accordingly, it has been determined that an additional $475,000 shall be made 
available for further engineering services under amendatory letter No. 7, and 
to that end, the former monetary limitation of $450,000 is removed, and an addi- 
tional sum of $475,000 is made available by the fifth authorization of funds for 
engineering purposes, thereby fixing the monetary limitation at the aggregate 
sum of $925,000, including all fees, until further change by letter from this 
Administration. 

This authorization of funds will be used to continue the work now in progress 
with the staff heretofore agreed upon of not to exceed 100 men in the manner 
most beneficial to the expansion project. 

Except as modified herein, all other provisions of (1) the initial authoriza- 
tion dated January 8, 1953, accepted and modified by you on January 9, 1953, and 
(2) the subcontract and/or purchase order executed pursuant thereto with 
National Lead Co. and H. K. Ferguson Co., not inconsistent herewith, remain in 
full force and effect. 

This letter is executed in quadruplicate, and it is requested that you signify 
your acceptance hereof by executing at the place indicated below, retaining 
one executed counterpart for your file and returning to this office three executed 
counterparts hereof. 

When so executed and delivered, this fifth authorization of funds will become 
effective as of March 1, 1954. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 

Accepted this 6th day of April 1954, Nickel Processing Corp., by H. C. Wildner, 
President. 

Mr. Brooxs. Thank you very much. Was that ever expanded be- 
yond the $925,000 to your knowledge ? 

Mr. Witpner. The engineering contract was ultimately expanded, 
so far as I know, considerably beyond the $925,000. I should re- 
mark, I believe, at this time, Mr. Chairman, that these additional ex- 
penditures from time to time impose a considerable hardship on the 
Ferguson organization, because they were not given a full authoriza- 
tion to go ahead toward completion of a project, but rather, an inter- 
mittent authorization. So it is very much like starting and stopping 
an automobile; there is a great deal of inefficiency. 

Mr. Brooxs. And you think there was considerable inefficiency for 
that reason in the Ferguson organization ? 
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Mr. Witpner. I am afraid it posed a burden of inefficiency on the 
Ferguson organization, because they were never assured of a con- 
tinuation of the project. It could be stopped at most any time, and it 
was, I believe, impossible for them to gather a permanent force with 
a view toward a continuing program. 

Mr. Brooks. Thank you. 

Mr. Harpy. Mr. Chairman, as I understood that letter, the con- 
tracts with Ferguson began on January 8, 1953, with an original 
authorization for $150,000. Is that correct? 

Mr. Witpner. That is correct. 

Mr. Harpy. And it was increased in stages, some of them running 
in the same month, until in March of 1954, after a period of about 15 
months, it reached a total of $925,000. 

Now, your stopping and starting argument probably would be con- 
siderably valid in periods of lengthy duration, but it would seem 
that an increase on July 6, and another one on July 30, could not have 
involved very much stopping and starting. 

I mean, when they were that close together, would it? 

Mr. WitpneEr. Well, according to my recollection of the preliminary 
eres of the Ferguson contract, these advances, five I believe in num- 

r, up to $925,000, were made over a period of time, and only when 
funds seemed to be running out. That is to say, when it appeared 
that funds would no longer be available to continue a program, an 
application was made for additional allowance to retain the program 
intact. 

Mr. Harpy. Well, my observation had to do particularly with No- 
vember 1953. They got $100.000 increase on November 6 and got 
another one on November 30 of $50,000. Now, perhaps that isn’t too 
consequential, but the thing I am really trying to get toward is just 
what were they doing? 

What would this contract cover? Was it a study toward plant 
expansion ? 

Mr. Witpner. This was a contract that prepared all the engineering 
drawings and estimates in connection with the expansion program. 

Mr. Harpy. Well, certainly that wasn’t anticipated in the original 
$150,000. 

Mr. Witpner. It was anticipated that Nicaro would ultimately 
expand. 

Mr. Harpy. I know, but I mean they didn’t anticipate that $150,000 
authorization for engineering work was going to provide for the 
plant expansion that subsequently developed. Do I understand then 
that when the original engineering contract was arranged or was au- 
thorized, the extent of the expansion was one of the matters that had 
to be resolved ¢ 

Mr. Witpnrr. I believe you are probably correct, because there was 
ultimately expanded 75 percent, but according to my recollection, 
considerations were likewise given to both 50 and 100 percent ex- 
pansion. 

Mr. Harpy. So that at the time the engineering work was begun, 
the Ferguson company didn’t have a very clear idea of the scope of 
the work which they had eventually to perform; is that right? 

; a Wupner. They probably did not as to its final scope; is that 
right ¢ 
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Mr. Harpy. Well, now, was this contract with Ferguson between— 
was it a contract from Nickel Processing Co. ? 


con; 8 Mr. Wiipner. I believe that is correct. That was a contract be- 
nd it > tween Nickel Processing Corp. 
with é Mr. Harpy. Was Ferguson regarded as a subcontractor for Nickel 

» Processing? There had been no construction contract. 

Mr. Witpner. I am under the impression that it could be consid- 
con- —) cred asubcontract. The only alternative to that would have been to 
ginal save a direct contract between GSA and Ferguson. 

Mr. Harpy. Was Nickel Processing receiving a fee for the han- 
: dling of the subcontract with Ferguson ? 
ning Mr. Witpner. No, sir. 
at 15 é 





Mr. Harpy. So then if it were a subcontract, Nickel Processing was 
performing its function as a general contractor gratuitously ? 
con- 4 Mr. Witpner. I think it was for a matter of convenience to have 


Seem —) Ferguson contract a subcontract from Nickel Processing Corp. 
have 3 Mr. Harpy. Rather than General Services? 
. Mr. WitpNer. I am sure that Nickel Processing Corp., as such, did 
> nowork. There was no fee involved for any work that Nickel Proc- 
nary i essing Corp. did. 
1um- q Engineering service was offered by National Lead Co., and en- 
when j gineering service was performed by the National Lead Co. engineers 
ared » under this authorization which I read some time back of $5,000.75. 
1, an j Mr. Harpy. Do I understand that National Lead was not in the 
ram ) picture during this period, when Ferguson began with $150,000 and 
) went up to $925,000 ! 
No- FF Mr. Witpner. Nickel Processing Corp. had no engineering force in 
| got [the United States. 
ttoo Fy Mr. Harpy. But did National Lead actually provide any guidance 
just ff) to Ferguson in its engineering work during this period? 
ss Mr. Witpner. That is a difhcult question for me to answer. 
ant F Mr. Harpy. Well, if they did, they would have been entitled to some 
; reimbursement or some remuneration, wouldn’t they ? 
ring FF Mr. Wuwoner. It was provided that National Lead Co. could render 
n | engineering services under this engineering contract at the rate of 


yinal ) $5.75 per hour. So if they did render engineering services under that 


" premise, they were reimbursed by the rate of $5.75 per hour. 
itely Fy Mr. Harpy. Who reimbursed them? Ferguson! 
« Mr. Witpner. No. GSA. 
000 Mr. Harpy. That is under the contract with Nickel Processing 


the §) which they were authorized to use National Lead ? 





then § Mr, Witpner. That is right. 

sau- Mr. Harpy. Well, Mr. Chairman, I think it would be interesting 

had fF) to find out just what engineering fees were paid to National Lead in 
» this period of time that Ferguson was going through developmental 

was pains, so to speak. 

tion, Now, one other question 

x Mr. Brooxs. Pardon me. At this point, did National Lead receive 
© some fees for research and engineering during that period ? 

gun, Mr. Witpner. Well, if any, they are readily ascertainable, and I 


e of » willbe happy to furnish them. 
Es Mr. Brooxs. Would you do that, sir? We would appreciate it. 

that ® Mr. Harpy. Just one other question in connection with these in- 
| creases to Ferguson, or authorizations to Ferguson. 
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These letters that we have been reading into the record surely 
weren’t just automatic from General Services. There must have been 
some conferences where they were discussed and arranged for them. 

Did you participate in any such conferences with General Services? 

Mr. Wipner. [ don’t recall participating in any. But they were 
probably prompted by Ferguson’s desire to have additional advances. 

Mr. Harpy. Well, that would be understandable that Ferguson 
would be seeking additional advances from time to time. 

But they would not do that directly with General Services without 
the participation of Nickel Processing, would they ? 

Mr. Witpner. No. That is right. 

I believe they used Nickel Processing Corp. as a medium for those 
advances. 

Mr. Harpy. Well, the thing that I am interested in is to try to find 
out what took place preliminary to the issuance of these letters by 
General Services. There were bound to have been some conferences. 
And I would like to know when they were held and who participated 
in them. 

Mr. Wiutpner. Well, I believe that is another matter that we can 
ascertain and supply for the record. 

Mr. Harpy. Mr. Chairman, I would like to have that, because I 
don’t think that we can get a complete picture here unless we go behind 
these letters that were issued by General Services. Anybody knows 
that they didn’t just drop right out of the blue. 

Mr. Brooxs. Mr. Hardy, it may be that Mr. Wildner does not recall 
the details of any conferences or discussions that might be held or 
might have been held. But Monday and Tuesday, we have already 
asked Mr. James P. Pinkley, Colonel Pinkley, of the GSA, who wrote 
most of these letters, and who has been running the Nickel plant for 
the GSA to testify. 

He has been directly in control of it in that division. And he will 
be here. And we can ask him what prompted him to write those let- 
ters at that time. Doesn’t that sound reasonable? Because if he 
doesn’t remember the details, certainly Colonel Pinkley ought to know 
why he wrote those letters. 

Mr. Harpy. I would like to ask this question: 

Has our staff done any investigation over in General Services’ files 
to try to find out what minutes are kept of such meetings? 

Mr. Brooks. I do not know if we have gotten into the minutes. But 
we have gotten some records and evidence of letters of what Colonel 
Pinkley has done. 

Mr. McDanret. I have asked Mr. Mansure to bring the minutes of 
these meetings under subpena Monday. 

Mr. Harpy. Does that include staff memoranda, internal memo- 
randa, of GSA that would relate to any such meetings that were held? 

You can’t get a picture from this kind of business that was read into 
the record here today as to what Perr: it. 

Mr. Brooxs. I think we can ask them what prompted it. 

Mr. Harpy. If they haven’t had a chance to refresh their memory, 
you won't get a satisfactory answer. 

Excuse me for digressing. 

Mr. Brooxs. That was not digressing. We appreciate those con- 
structive comments, Mr. Hardy. 
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In the negotiations toestablish the contractor fee for National Lead 
to supervise the expansion, what fee did you say you originally were 
willing to accept ? 

Mr. Witpner. Well, I do not remember making any offer to accept 
a fee. But I believe we mentioned that a fee could be nominal in ehar- 
acter. As it turned out, the fee of $30,000 we considered nominal. 

Mr. Brooxs. Did you tell Colonel Pinkley that you all would do 
it for $10? 

Mr. Wiupner. Possibly. I don’t recall. 

Mr. Brooks. Your original intent was to do that supervision at a 
very nominal fee, if any fee? That was your original intent, sir, was 
it not ? 

Mr. Witpner. That was our original intent. 

Mr. Brooxs. And Colonel Pinkley suggested that you ought to get 
$30,000 for it? 

That was his suggestion ? 

Mr. Wipner. I fail to recollect whose suggestion it was. But I 
believe the amount was predicated on a formula that the Government 
or some part of the Government had devised for fees. 

The $30,000 was calculated at 6 percent of $500,000, which was 
estimated to be the amount of expenditure reimbursable for the engi- 
nering salaries and traveling expenses and so forth of the National 
Lead Co. personnel. 

Mr. Brooxs. You did not suggest the figure of $30,000 ? 

Mr. Witpner. I fail to recollect whether I did or not. But at least 
I concurred in it. 

Mr. Brooks. Do you use the services of Mr. I. C. Werne, a National 
Lead employee, in the procurement program of the joint venture? 

Mr. Wirpner. Mr. L. J. Werne is traffic manager, or general traffic 
manager of Nationa] Lead Co. And we use his services in connection 
with Nickel Processing Co. matters, the same was we do with all other 
organization matters of the company, so far as they pertain to traffic. 

Mr. Brooks. When did National Lead, sir, get the half-million- 
dollar authorization for expenses in connection with the expansion 
program ? 

Mr. Witpner. I believe under the terms of the contract, the prime 
contractor’s contract, the fee was set at $30,000, plus reimbursable 
expenses. I do not recall any $500,000 figure appearing therein. But 
as I recited before, that was the basis of arriving at the $30,000 fee. 

I am not sure, but I do not believe that the $500,000 figure was re- 
peated in the contract itself; because the aggregate expenses under the 
contract would certainly not be exactly $500,00. They would be either 
more or less than that. 

Mr. Brooxs. When was the more or less $500,000 authorized for 
expenses # 

Mr. Witpner. I believe that was authorized under the terms of the 
contract itself, the prime contractor contract. 

Mr. Brooks. Thank you. 

Would you explain briefly why National Lead was selected as a 
contractor instead of Nickel Processing, both of which, I assume, you 
are very familiar with ? 

Mr. Wipner. I believe National Lead Co. was selected as a prime 
contractor because it was National Lead which had the engineering 
talent and the engineering experience and contracting experience 
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rather than Nickel Processing Corp., which was formed for the sole 
— of producing nickel at Nicaro. 

r. Brooxs. Would you explain National Lead’s recommendation 
leading up to the selection of the Snare-Merritt so-called joint venture 
or partnership ¢ 

Mr. Wipner. Well, after the announcement was made that the 
Nicaro facility was to be expanded, National Lead Co. prepared a 
specification list for contractors who wished to bid on the work and 
sent out the specification list to all who applied for it or all who indi- 
cated they had any interest in it, and to others whom National Lead 
Co. thought might be interested or possessed the abilities to conduct 
a program of that size. 

In no instance was anyone refused an opportunity to participate. 

As a result of this, I believe statistics and facts and figures were 
supplied by about 30 different concerns. These statistics, together 
with brochures and photographs and all other data, were reviewed by 
the engineering department of National Lead Co.; and ultimately the 
list of candidates was reduced to four. 

In arriving at the four whom we thought were pee best suited 
to perform the work, we had conversations with practically all of 
them to ascertain everything we could with respect to their past per- 
formance and the type of work that they had performed. 

Mr. Brooks. Who were those four when you got to that point? 

Mr. Wupner. When we got to that point, the four that we had in 
mind then were Merritt-Chapman, Frederick Snare, Raymond Con- 
crete, and Stone & Webster Corp. 

Mr. Brooxs. What did you do with those four in working up those 
final recommendations to the GSA ? 

Mr. Wiupner. Our final recommendation to GSA was that the 
contract should be awarded to Merritt, Chapman & Scott and that 
Frederick Snare Corp. should be permitted, if possible, to take a 
minor part in that contract. 

Mr. Brooxs. What I am thinking about is: What did the GSA say 
about your recommendation? Do you remember ? 

Mr. Witpner. I do not remember the exact wording. But they said 
they could not approve it. 

Mr. Brooks. Did the contract making National Lead the contractor 
have to be amended to allow the selection of the joint ventures that 
were later selected as constructors? 

Mr. Wixpner. No. 

Mr. Brooks. The contract did not have to be amended ? 

Mr. Wizpner. No. 

Mr. Brooks. I thought the contract had read that you could let a 
subcontractor or constructor do the job. And they did amend it 
later to make it plural so that they could have two contractors to 
work under you in doing the actual construction. 

Mr. Wivpner. That might be the case, Mr. Chairman. But I was 
not aware of the technical change there. 

Mr. Brooks. Does Merritt, Chapman & Scott have a permit to work 
in Cuba? 

Mr. Witpner. At the moment I believe they do. 

Mr. Brooxs. Do you know when they received that permit to work 
in Cuba? 

Mr. Winer. No, sir. 
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Mr. Brooxs. Did you think they had one when you recommended 
them ? 

Mr. Witpner. We knew they had worked there previously. And 
we were quite sure that they had a permit to work in Cuba at that 
time. 

Mr. Brooks. What was the date of that recommendation? Do you 
recall ¢ 

Mr. Witpner. June 30, 1954, I believe. 

Mr. Brooks. When you had a long conversation with Mr. Cremer— 
was it you and Mr. Cremer and Mr. Schott, I believe, from Merritt, 
Chapman & Scott, and possibly your president, Mr. Martino—didn’t 
the four of you have a conversation? And were you in on that? 

Mr. Wiwwner. I do not recall that, Mr. Chairman. 

Mr. Broc ks. You don’t recall that ? 

Mr. WiipNer. No, sir. 

Mr. Brooxs. It may have been that you were not there. Maybe it 
was Mr. Martino. Maybe it was just the three. I did not hear them 
mention your name in that. And I didn’t know whether you were 
in there or not. I thought you would remember if you had been. 

Apparently later on there was some serious discussion as to whether 
or not Merritt, Chapman & Scott had a permit to work in Cuba. 
And it was sometime after that that they actually did get a permit, 
I think. 

Mr. Winer. I believe there was a technicality involved so far as 
their permit to work in Cuba was concerned. And that when they 
made an application for a permit in the name of one of their sub- 
sidiaries, there was some delay in obtaining this new permit because 
of a technicality. I am sorry; I don’t know very much more than that 
about it. 

Mr. Brooks. I see. Would you read this short memo and put it in 
the record and comment on it. 

I would appreciate your comments on it. 

Mr. Witpner. Mr. Chairman, this appears to be the letter that was 
read into the record thismorning. Isthat so? 

Or would you prefer that I read it again ? 

Mr. Brooks. I would prefer that you read it again, because I do 
not think Mr. Hardy heard it. 

Mr. Witpner. It is an office memorandum : 

UNITED STATES GOVERNMENT, 
January 28, 1955. 
To: Mr. J. P. Pinkley, Chairman, Nickel-Graphite Committee. 


From: Clarence A. Fredell. 
Subject : Administration of Nicaro Expansion Work. 

A review of Mr. Strecker’s trip report of January 25 shows that the lack of 
coordination between the prime contractor, the subcontractors and plant oper- 
ating personnel continues despite our repeated requests for changes in procedure. 

The prime contractor should be requested to meet with the Nickel-Graphite 
Committee as soon as possible and made to understand that the prevailing prac- 
tice cannot be tolerated any longer. It appears that a project manager of stat- 
ure commensurate with the job is what is needed. 


(Signed) Crarence A. Frepe et. 
I would just like to add that this project is on schedule at the 
moment, and we estimate it will be completed withm the funds appro- 
priated. 


Mr. Brooks. Would you comment on that? 
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_Mr. Wizpner. I have to plead that I have not seen this before this 
time. 

Mr. Brooxs. I didn’t think that you had. That is why I wanted you 
to take a look at it. 

Who was the project manager at that time ? 

Mr. Wipner. Mr. Randall Cremer. 

Mr. Brooks. This memo refers to the lack of coordination between 
the prime contractor; and the prime contractor in that instance, as I 
understand it, is National Lead; and the prime contractor is the party 
I thought we were reading about in this memorandum, sir. 

Mr. Wrpner. Your reference to the project manager, Mr. Chair- 
man, I believe, is to Mr. Randall Cremer, who was then project man- 
ager and still is. 

Mr. Brooks. Who was the man whom National Lead had there at 
that time? 

Mr. Wupner. Well, National Lead had no man as project man- 
ager. 

Mr. Brooks. Mr. Ehrlacher was not there? 

Mr. Wutpner. Mr. Ehrlacher was project manager for National 
Lead Co. as distinguished between project manager for Frederick 
Snare or for the Snare-Merritt joint venture. 

Mr. Brooks. I see. 

Mr. Harpy. Whois Ehrlacher ? 

Mr. Witpner. He is an employee of National Lead Co., who is as- 
signed to the project full time. 

Mr. Harpy. Ishestillthere? Is hein Cuba today ? 

Mr. Brooks. Mr. Wildner, we have two more documents here I 
would like for you to look at. I wish you would look at this one of 
February 23, 1955, and enter it into the record, if you would. 

Mr. Wupner. This letter is on the letterhead of National Lead 
Co., Nicaro project, 111 Broadway, New York 6, N. Y. It is dated 
February 23, 1955. It is addressed to Mr. C. T. Linderholm, General 
Services Administration, 111 Broadway, New York 6, N. Y. Subject: 
Purchase Order No. NP-70 Traffic Consulting Services. 


DEAR Mr. LINDERHOLM: I refer to your letter of February 23, 1955, in 
which our purchase order NP-70 for the consulting services of National Lead 
Co’s traffic manager is disapproved. As you are aware, it is not National Lead 
Co’s responsibility to supervise and coordinate the efforts of the subcontractors 
engaged under the Nicaro expansion. 

In the interest of economy, we too approach the traffic problem as a Snare 
Merritt responsibility. We soon found that they were in definite need of guid- 
ance and supervision. For example, the shipping contract was to have been 
consummated by February 1, 1955, at the latest. As of this writing, we have 
received no recommendation.on this shipment contract. 

In addition, it is very necessary to schedule shipments in cooperation with 
the Nickel Processing Corp. to minimize interference at Nicaro. These super- 
visory and consulting functions would best be handled by a fully informed and 
qualified person. And it is our recommendation that we will avail ourselves of 
Mr. Werne’s services. On the basis of the above statements we would ask 
that you reconsider purchase order No. NP-70 and approve same. 

Very truly yours, 
NATIONAL LEAD Co., 
A. J. EHRLACHER, 
Project Manager. 


Mr. Brooks. Was that finally approved ? 
Mr. Wirpner. I cannot say, Mr. Chairman. I was not familiar 


with this letter or transaction. 
Mr. Brooxs. Thank you. 
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What part did the Nickel Engineering & Research Corp. play in 
the Nicaro project for National Lead? 

Mr. Wipner. The Nickel Engineering & Research Corp. is a sub- 
contractor under the prime contractor to. construct the reduction fur- 
naces at Nicaro, I believe, on a fixed contract basis of some sort. 

Mr. Brooks. Was there any particular significance to why this Mr. 
A, I. Hayman was moved from his job in Cuba on August 31 of 1955 
that you are aware of ? 

Mr. Witpner. Mr. Hayman, unfortunately, was involved, in that 
he got into debt. And it was necessary to ask for his resignation. 

Mr. Brooks. It had nothing to do with the efficiency of the job 
whatsoever ¢ 

Mr. Witpner. No. I do not believe so. It was rather a case of his 
getting into debt and borrowing from a lot of employees at Nicaro 
and running up debts possibly at the commissary and so forth. 

Mr. Brooxs. I see. Does National Lead sell a lot of your projects 
to paint manufacturers / 

Mr. Witpner. That is true. 

Mr. Brooks. And as a final question: When did you expect to com- 
plete the expansion program, Mr. Wildner? 

Mr. Witpner. We expected to be completed by the first of the 
year. By the end of this year, I should say. 

Mr. Brooxs. By the end of 1956/ 

Mr. Wutpner. That is right. 

Mr. Brooxs. Have you had any other conversations on the possi- 
bility of your original proposal to lease the plant facilities? 

Mr. Witpner. No. 

Mr. Brooks. Nothing further has been said about that since your 
original letter ? 

Mr. Witpyer. Nothing to whom, Mr. Chairman ? 

We have conversations among ourselves, of course, about things 
like that. 

Mr. Brooxs. I mean the GSA, the people that might lease it. 

Mr. Witpner. Not to my recollection, Mr. Chairman. 

Mr. Brooxs. Thank you. 

Do you have any questions, Mr. Hardy, of Mr. Wildner? 

Mr. Harpy. Well, I thought I did. But it seems some of the testi- 
mony this morning I thought indicated that there had been some 
change of mind, Mr. Wildner, about the selection of a subcontractor 
to construct this plant. Do I understand from you that it was your 
decision to award the contract to Merritt-Chapman & Scott in the 
beginning? 

Mr. Witpner. I don’t know what you mean by “in the beginning.” 

Mr. Harpy. W ell, I mean after you had studied these brochures 
and—according to testimony here this morning it was testified that 
at one time you suggested to Frederick Snare that they come in and 
work under an arrangement whereby they would be a substantial part 
of the agreement, and then subsequently it was alleged—at least this 
is my recollection of it—that the whole job was to be awarded to 
Merritt-C hapman & Scott, and Frederick Snare was to be left out. 

I am trying to find out what part you played in that change? 

Mr. Wupner. Our initial recommendation is Merritt- Chapman & 
Scott, with a participation by Frederick Snare Corp. 
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Mr. Harpy. Did you suggest that initially ? 

Mr. Witpner. That is right. 

Mr. Harpy. I understood your testimony a while ago that your 
original plan was to award the whole contract to Merritt-Chapman 
& Scott and General Services wouldn’t permit it. 

Mr. Wiupner. I believe I initially also said that our first recom- 
mendation was to award it to Merritt-Chapman & Scott with a minor 
participation on the part of Frederick Snare Corp. 

Mr. Harpy. Maybe I misunderstood. 

Then you disagreed with the idea that Frederick Snare Corp. 
should have the major responsibility ¢ 

Mr. Wupner. That is right. 

Mr. Harpy. Do you know a Mr. Frank G. Breyer? 

Mr. Witpner. Yes. 

Mr. Harpy. How long have you known him ? 

Mr. Witpner. Thirteen years, approximately. 

Mr. Harpy. Ina purely professional way ¢ 

Mr. Witpner. Yes. 

Mr. Harpy. How long have you known Mr. Wolfson ? 

Mr. Wivpner. I wouldn’t say I knew Mr. Wolfson. I have met him 
once or twice. 

Mr. Harpy. How about Mr. Schott? 

Mr. Wivpner. I have met Mr. Schott once or twice. I wouldn’t say 
I know hin, either. 

Mr. Harpy. What representative of Merritt-Chapman & Scott did 
you negotiate with prior to your initial recommendation to General 
Services that the award be made to them with minor participation by 
Frederick Snare? 

Mr. Witpner. What negotiation ? 

Mr. Harpy. What representatives of Merritt-Chapman & Scott did 
you have discussions with in which you were committed virtually to 
them—according to the testimony this morning—— 

Mr. Witpner. Most of the preliminary conversations with Merritt- 
Chapman & Scott representatives were made by members of our engi- 
neering force when they were assembling data. When finally we made 
up our mind to recommend the award of this contract to Merritt- 

yhapman & Scott, we asked Mr. Wolfson whether he would be inter- 
ested in it, and he said he would. 

Mr. Harpy. Let me go back just a little bit. You must have had 
preliminary conversations with other representatives of Merritt- 
Chapman & Scott before you talked to Mr. Wolfson along that partic- 
ular line. 

Now, I know that in a contract of this nature, it isn’t very likely that 
an organization like Merritt-Chapman & Scott will just send in a 
brochure and sit back and wait to see what happened. 

Now, you must have had conversations with some of their repre- 
sentatives long before you called Mr. Wolfson. 

Mr. Witpner. Thatistrue. People other than myself in our organ- 
ization had them. 

Mr. Harpy. Well, I am sure that must have happened with some 
people other than yourself, but do you want the committee to under- 
stand that none of those people got as far as your office when they 
were soliciting this thing ¢ 

Mr. Witpner. That is true. 
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Mr. Harpy. You have got good buffing. 
Mr. Witpner. No. We had whom we thought to be very well quali- 
fied people. 

Mr. Harpy. That is not the question at all, but these folks in any 
kind of selling business selling this product—and in this case Merritt- 
Chapman & Scott would have highly qualified representatives going 
out trying to get business for them—and it is not any criticism. All 
I am trying to find out is what happened, and it would be surprising 
to me if none of them were sufficiently energetic enough to get into 
the office of the head man. 

Mr. Witpner. As a matter of fact, I saw very few representatives 
of the contractors. The original letter or invitation or specification to 
bid was sent out over the signature of our chief engineer. 

Mr. Harpy. I can understand that, but in the ultimate, you are the 
man who was going to have the final say in respect to the selection 
insofar as Nickel Processing was concerned. 

These enterprising salesmen, it has been my experience, want to 
get to the top if possible, and it is surprising to me that none of 
them succeeded in getting into your office before you called Mr. 
Wolfson. 

Mr. DuBosg. I hate to interrupt 

Mr. Harpy. I made an observation that it is surprising to me, and 
if he says that is a fact, I am accepting it. I am not insinuating he 
is giving us something that is incorrect. 

Mr. Witpner. It is a fact that I saw very few representatives of 
engineering and contracting companies or constructing companies 
who were interested in this construction program. 

Mr. Harpy. Do you recall which ones you did see prior to the time 
you called Mr. Wolfson? I am not talking merely about Merritt- 
Chapman & Scott. I would be surprised if Mr. Cremer didn’t get 
in to see you. 

Mr. Witpner. I have seen Mr. Cremer. 

Mr. Harpy. You saw Mr. Cremer prior to the time that you called 
Mr. Wolfson to see if Merritt-Chapman & Scott was interested ? 

Mr. Witpner. I think so. 

Mr. Harpy. And you want the committee to understand that Mr. 
Cremer was successful in getting in there, but Merritt-Chapman & 
Scott’s representatives were not so enterprising? That is just a sur- 
prise to me; that is all, and does not reflect at all. 

But I am sure that having been a salesman myself, I know I would 
try to get into your office if I had been a representative for Merritt- 
Chapman & Scott, and I am surprised if that is a fact. 

Mr. Witpner. That is a fact. 

ae Harpy. Mr. Cremer got in, but nobody from Merritt-Chapman 
& Scott. 

Mr. Witpner. We knew Frederick Snare Corp. personnel long 
before the expansion program was approved. We had relations with 
many of the Prederic x Snare personnel under the operating program 
while Nicaro was being rehabilitated by Snare. 

It was a natural thing for us to see Snare people. 

Mr. Harpy. You say also that nobody from Raymond Concrete 
got in to see you prior to this decision ? 

Mr. Witpner. I am not sure about that. I don’t remember. 
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Mr. Harpy. Stone & Webster, what about them ? 

Mr. Wivpner. I don’t remember. 

Mr. Harpy. You are sure you didn’t talk to anybody from Merritt- 
Chapman & Scott prior to the time you reached your decision and 
called Mr. Wolfson and asked him if he would be interested. 

Mr. Witpner. Yes, sir; I am sure. 

Mr. Brooxs. Mr. Younger, do you have any questions, sir, of Mr. 
Wildner ? 

Mr. Youncer. Yes. 

Is the contract that was made and signed by Mr. Larson on the 29th 
of January 1953 still in force? 

Mr. Witpner. That is correct. 

Mr. Youncer. There is no possible chance of changing it. It is a 
contract that was in existence and one that was there when Mr. Man- 
sure came in, and is still in existence ? 

Mr. Wiupner. We think it is a valid contract that is legal. 

Mr. Youneer. There had never been any question in your mind 
about the legality of the operation down there and the legality of the 
expansion program ? 

Mr. Wivpner. No, sir. We understand Mr. Larson obtained an 
opinion as to its legality before he signed it. 

Mr. Youncer. And your own attorneys feel that you do have a valid 
and legal contract ? 

Mr. Witpner. Yes, sir. 

Mr. Youncer. In that contract you have the management under 
the contract with the subsidiary, and then you have this other con- 
tract on the expansion with the National Lead. 

Now, isn’t it natural that you would have something to say about 
who the contracting firm was on the expansion as long as you were 
responsible for the operation? Isn’t that a natural flow of manage- 
ment ? 

Mr. Wipner. That is right, sir. 

Mr. Youncer. So there is nothing unusual or exceptional in the 
fact that you had the right, and were given the right, to recommend 
the contractor for that job? 

Mr. Witpner. We do not think it is unusual. 

Mr. Youneer. And how long does your contract have to run? 

Mr. Witpner. Our contract under management runs about. until 
July 1, 1957. 

Mr. Youncer. Now, in regard to the fees, there was a change in 
the contract which Mr. Larson made in January 29, 1953. Do you 
consider that from the Government’s standpoint that the changes 
that were made were beneficial to the Government ? 

Mr. Witpner. We do. 

Mr. Youncer. Have you an estimate of what it would cost the 
Government if the changes had not been made at the present pro- 
duction and the present price of nickel ? 

Mr. Wizpner. Well, in changes, it is difficult to approximate, be- 
cause the product that we are making in the form of a nickel sinter 
has a greater acceptance on the part of industry. It brings a higher 

rice. 

Mr. Youncer. Well, wasn’t there a clause in the other contract 
which said that if you could produce nickel at a price equivalent to 
market, you would get an additional bonus? 
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Mr. Witpner. No,sir. The only contract that we have ever worked 
on is one which is still in existence and dated January 1951. The 
previous operator, I believe, worked under a type of contract which 
is different than the one that we have. 

Mr. Youncer. Was their contract the one that had the bonus in it? 

Mr. Wizpner. It is possible. I am not familiar with the terms of 
it. At least not at the moment. I don’t recollect it. 

Mr. Youncer. I heard something around that there was a bonus 
feature in the contract which provided that if the management com- 
pany could produce nickel at equal or less than the market price, 
that they would get an additional bonus. 

Now, I understand that if that were carried out now, under your 
production, the management fee would run well over $1 million. But 
we can find out from Mr. Mansure about that. 

Mr. Witpnrr. I could add, of course, that at present nickel is being 
produced at Nicaro below the present market price. 

Mr. Youncer. In other words, the cost to the Government of the 
production of nickel down there is considerably less than what the 
Government would have to pay for it if it went into the open market 
and bought it ? 

Mr. Wiipner. That is absolutely correct. Nicaro is not being 
subsidized in any way by the Government. 

Mr. Youncer. And possibly that is one of the reasons why the 
Hoover Committee recommended that this is one operation which 
the Government should stay in? 

Mr. Witpner. That is very possible. Nicaro’s production for 1955 
was over 30 million pounds, and for the last 6 months it has been 
running at the rate of 31 million pounds per year, which is the highest 
that has ever been obtained in Nicaro’s history. 

Mr. Youncer. And the production is less than the market price of 
nickel # 

Mr. Witpner. The cost of production at Nicaro is far below the 
present price for nickel. 

Mr. Youncer. That is all I have. 

Mr. Brooks. Mr. Krueger? 

Mr. Kruecer. No questions. 

Mr. Brooks. Mr. Wildner, I want to thank you very much for tak- 
ing time out from your very busy and important schedule to come 
down here and be with us and for bringing your counsel with you. 

It is a pleasure to have had you here, and I think we will dismiss 
vou with that, with the hope that if you have the opportunity, we'd 
welcome you, of course, on Monday and Tuesday. I would like to 
recess the hearings, then, until 10 o’c ‘lock Monday morning in room 
number 1501, back in our own committee room. 

(Whereupon, at 5:50 p. m the subcommittee adjourned, to re- 
convene at 10 a. m., Monday, January 16, 1956, in room 1501, New 
House Office Building. ) 
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INQUIRY INTO THE EXPANSION AND OPERATION BY 
GENERAL SERVICES ADMINISTRATION OF THE GOV- 
ERNMENT NICKEL PLANT AT NICARO, CUBA 


MONDAY, JANUARY 16, 1956 


House or REPRESEN'TATIVES, 
Spectra, GovERNMENT ACTIVITIES SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 445, Old House Office Building, Hon. Jack Brooks, (chairman 
of the subcommittee) presiding. 

Present: Representatives Brooks, Dawson, Moss, Reuss, Hardy, 
Riehlman, Younger, and Krueger. 

Also present : Vernon McDaniel, staff director, and William E. 
Townsley, committee counsel. 

Mr. Brooks. Gentlemen, we would like to bring the subcommittee 
to order at this point. We have been in recess since Friday evening, 
and at this point we have a quorum present, and I would like to ask 
Mr. Edmund Mansure to be the next witness. 

Gentlemen, I was thinking that we would call Mr. Mansure now, 
and then if the people from Chicago are here, as we have requested, 
we would have them next, and then go into additional GSA per- 
sonnel like Mr. Pinkley and the other assistants over there who are 
familiar with all of the details of the operation. That is generally 
the plan we had laid out, and after hearing all the testimony we can 
have some time to go over the complete transcript with all of the 
members and have time to work out a decision on the whole matter. 

Does that sound like the proper procedure? 

Mr. Youncer. It is very agreeable to me, Mr. Chairman. 

Mr. Brooks. Mr. Mansure, would you please raise your right hand, 
sir, to be sworn ? 

Do you swear the testimony you are about to give before this sub- 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 


TESTIMONY OF EDMUND F. MANSURE, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Manscvre. I do. 

Mr. Brooks. Thank you, sir; would you please be seated. 

Would you give the committee, sir, your full name and your position 
here with the Government? 
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Mr. Mansure. Edmund F. Mansure, Administrator, General Serv- 
ices Administration. 

Mr. Chairman, I would like to state for the committee that I am not 
appearing this morning subject to the subpena. As a Presidential 
appointee, I am exempt from the subpena. I am appearing volun- 
tarily. i 

I am very happy to have this opportunity to appear to explain these 
operations. 

Mr. Brooxs. That is very kind of you. We appreciate your ap- 
pearance. 

Mr. Mansvre. It has always been the policy of GSA to cooperate 
to the fullest with all congressional committees on any of our opera- 
tions in all possible ways. 

I would also like to say, if possible, in view of the involved opera- 
tions of Nicaro, if it would please the committee at this time, I would 
like to have Mr. Pinkley sworn in and also Mr. Elson, who are directly 
responsible for this p ase of our operations, and also Mr. Medley, 
our Comptroller, and in 10 minutes we can show you in chart form 
first of all the ownership and operation of the Nicaro phase, and also 
because of the great interest of the committee in the insurance pro- 
gram, I would like to show that step by step, and then you can get 
some questions from that material which would be helpful to you. 

Mr. Brooxs. Mr. Mansure, I had thought that we would go over 
some of the basic questions prior to that. But you think that you 
would like to—— 

Mr. Mansvre. I thought it would be helpful to the committee to 
straighten out some of the misinformation, and then you may get some 
questions you will want to ask. 

Mr. Brooxs. How long do you think it will take? 

Mr. Mansvre. I think we can do the whole thing in 10 minutes, and 
it will probably save you an hour’s time. 

Mr. Brooks. That sounds reasonable. You understand, of course, 
we are going to call Mr. Pinkley. 

Mr. Mansvure. Yes, I was just suggesting that they be sworn now 
so you would accept what they say as my statement as far as the 
organization setup is concerned. Of course, I appreciate they are 
going to be called later. 

Mr. Rieutman. Mr. Chairman, I know nothing of the procedure 
other than what he suggested, but to me it does seem that it would 
simplify the whole operation, and the committee would be better in- 
formed as to how the program has been followed through the insurance 
allotment, and all of the other phases of it. Then we would probably 
be in a better position to ask intelligent questions. 

Mr. Manscvre. I believe it would be most helpful. 

Mr. Brooks. I think that would be fine. Then at the conclusion of 
the 10 minutes, Mr. Mansure, we would like to proceed with the regu- 
lar questions that we have in mind to get the record developed, as I 
think we should. 

Mr. Mansure, you are going to give the testimony having talked 
with them. You are going to lay out what the essential facts are, is 
that the way you want to handle it? 

Mr. Mansure. Yes. Do you want to swear them in now? 

Mr. Brooks. We will swear them in when we question them. 
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Mr. Mansure. First, I would like to explain the organization of the 
Nicaro setup. Colonel Pinkley, will you get the charts for the 
members ? 

This is Mr. Elson, who will start this explanation. 

Mr. Exson. This chart, gentlemen, is designed to show the entire 
history of the Nicaro operations from its very inception. Now, I will 
very briefly go over it starting with 1942 when the War Production 
Board first authorized the construction in Nicaro of a nickel plant. 
They directed the RFC to build that plant, and RFC, through its sub- 
sidiary corporation, the Defense Plant Corporation, actually entered 
into the construction. Metals Reserve Corporation, also one of the 
subsidiaries of RFC, furnished the money to a subsidiary of Freeport 
Sulphur Co., known as the Nicaro Nickel Co., to purchase the ore 
bodies, and aiso Nicaro Nickel Co. entered into a contract with Defense 
Plants Corporation to more or less supervise the construction of the 
plant. ‘The plant was-—actually, the construction was under the 
jurisdiction of RFC. They entered into a contract with the Ford, 
Bacon & Davis Co. in the construction of the plant. The contract with 
Ford, Bacon & Davis is shown here. They dropped out of the picture 
for various reasons, and the construction was actually undertaken and 
completed by the Frederick Snare Corp. 

The plant started its operation of producing its nickel in 1943 under 
the Nicaro Nickel Co., and that production continued under Nicaro 
Nickel Co. until the shutdown of the plant in 1947. 

When the plant was shut down in 1947 RFC declared it surplus to 
its needs, aid it was turned over to War Assets Administration. A 
protection and maintenance contract was let by War Assets Admin- 
istration to the Cuban Nickel Co., which was the holding company. 
The Cuban Nickel Corp. was a Cuban corporation formed by the 
United States Government in order to have the title of the property 
in the Cuban corporation. One hundred percent of the stock was 
owned by the United States Government. 

Also in 1948 the plant became subject to the national security clause, 
and was placed in the National Industrial Reserve. 

Now, in the reactivation—well, War Assets Administration merged 
with the General Services Administration, and in 1950, as a result of 
the Korean situation, it was determined that the plant should be 
reactivated. The plant was reactivated, and the Frederick Snare 
Corp. was called upon at that time to perform the rehabilitation work 
that was required. 

At that point the Government decided to find an operator, and after 
canvassing a number of concerns they entered into a contract for the 
operation of the plant with the Mining Equipment Corp., which was 
a subsidiary of a Dutch company by the name of Billiton, and they in 
turn formed a subsidiary called the Nickel Processing Corp., to actu- 
ally perform the operation and production of nickel. This reactiva- 
tion was completed, and the plant went into operations and began to 
produce nickel. 

It was then determined shortly thereafter that the plant should be 
expanded. That had been going on forsometime. I am cutting out a 
lot of this in order to make it as brief as possible. 

_ At the determination for the expansion, the Government entered 
into a prime contract with the National Lead Co., who is the parent, 
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more or less, of Nickel Processing Corp., the operating company, 
for the prime construction. They had the responsibility to select the 
constructor, and such other subcontractors as would be necessary, 
and that more or less in brief is the history of the Nicaro operation. 

Mr. Brooxs. Thank you very much, Mr. Mansure. 

Mr. Mansvre. Now, we will cover the insurance. Mr. Shacklette, 
will you bring your chart. 

Mr. SHackuetre. May I explain to the committee, sir, that the 
Office of Compliance and Security in General Services Administra- 
tion has had the insurance aspect of the Nicaro Nickel project under 
investigation since August, at the request of another committee of 
the House, the Joint Senate and House Committee for Defense Pro- 
duction. <As a result of that investigation we are very happy to 
make our report which has gone forward to that committee available 
to this committee. 

We have certain information which we would present to the com- 
mittee if you desire it at this time. That is not under subpena. 

Mr. Brooks. Well, why don’t you run this explanation like you 
said for the next 3 or 4 minutes, and we will go on with the questions, 
Mr. Shacklette. 

Mr. Suackuetre. Yes. This chart represents what we think what 
the brokerage fee to Balmer & Moore will be. The Pinkley insur- 
ance program was established in May of 1954 by GSA, that is the 
requirements as to the amount of insurance, the types of insurance, 
and the method of bidding. There was no indication of insurance 
companies. There was no indication of brokers. There was no indi- 
cation of anyone who might bid on it except that it had to be either 
a responsible or reliable Cuban company, or a subsidiary of a respon- 
sible company which was authorized to do business in Cuba. 

Those requirements were furnished to National Lead who in turn 
passed them on to Snare-Merritt. Snare-Merritt issued invitations to 
bid to several companies and received first 5 or 6 bids, but through 
translation into Spanish in the invitation there was a considerable 
amount of garbling, no one was able to make any real heads or tails 
out of those original bids. We, therefore, requested that the bids 
be taken over, and they were so done and came in in early February 
of 1955. Those bids were submitted to the office of the Snare-Merritt 
Co., the joint venture in Habana, but were not opened. They were 
placed in a sealed envelope, mailed to Snare-Merritt in New York 
where they were unopened again until they were finally opened in 
the presence of the GSA contracting officer, a National Lead man, 
a Frederick Snare man, and the Merritt-Chapman, Scott man. All 
initialed each bid. The bidding came out that there were—well, I 
first should explain that in Cuba there is no competition as far as 
workmen’s compensation insurance rates. They are fixed by law. 
We were able to get a 17 percent discount, which was authorized by 
the Cuban Ministry of Labor, by reason of the Frederick Snare 
experience in Cuba. 

The only competition we could get for the actual insurance was 
the amount that the insurance company would reimburse the con- 
tractor or the contractor’s account which is the GSA account, actually, 
for the use of our hospital at Nicaro, that hospital being under a 
contract to a doctor, and a number of doctors, and being operated 
under a contract we could not have the insurance company, as some 
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of them tried to do, contract also with that doctor because the services 
would have been all mixed up. 

Two of the bidders agreed to give us a reimbursement equal to 45 
percent of the gross premium. One offered to give us a refund or a 
reimbursement of 36.5 percent, and 2 offered 30 percent. 

Mr. Harpy. Mr. Chairman, might I interrupt just to make a point? 

Mr. Brooxs. Yes, sir; Mr. Hardy. 

Mr. Harpy. Are we going to have the names of all of these people 
being mentioned here, and are they going to be in this context, or are 
we going to have to patch the whole business together so we can 
understand it ? 

Mr. Brooks. Mr. Hardy, this is at the request of the Administrator 
who wanted to have 10 minutes, which he has now somewhat exceeded, 
to lay out briefly what he thinks is the story, how they set up the 
operation, and the insurance. I thought we would be kind enough 
to let them say whatever they wanted. Then we will go into it in 
detail as to whether or not that was the low bid, or a tie bid, and the 
names and the details. 

Mr. Harpy. The only thing is we are not going to have this pre- 
sentation before us at the time we start inquiring into these details. 
Maybe the chairman has this in his mind or his notes. 

Mr. Brooxs. I think this will be clearly laid out because we are 
going to give Mr. Mansure an opportunity to go over the background 
of how they got the contract. 

Mr. Harpy. Thank you. 

Mr. Mansvre. This material will all be available to the committee 
at any time you want it. 

Mr. Exxiorr. We have copies of this so we can give it to anyone 
who desires it. 

Mr. Harpy. I was just wondering as to the two bidders. 

Mr. Ex.iorr. We have copies we can make available. 

Mr. Brooks. Have you concluded yet? 

Mr. Prvxtey. Not quite, just a few minutes, 2 or 3 minutes. 

Mr. Brooks. All right. 

Mr. Pinxuey. The premium is based on the payroll and you have 
to estimate the payroll in advance to estimate the premium. Payroll 
data are furnished each week to the insurance company, is audited, 
and at the end of the month they bill for the amount of the premium. 

There are about 15 different rates for each different trade or craft. 
So we estimate the total payroll under our basic estimate of the job 
at around $10 million, and the premium will average about 5 percent, 
that is 6 percent less one-sixth, which is our experience rating factor, 
or about 5 percent, or approximately $500,000. That would be the 
base premium. 

_ However, under the offer of 45-percent reimbursement, we get 
$225,000 of that back. 

Now, in order to take care of these hospital cases for which we are 
paid $225,000, we have agreed to arrange to give the doctor and the 
hospital, the hospital contractor, $96,000, making a total of $371,000, 
that is with the premium that we have to pay from the $500,000, leav- 
ing a net saving to the project and to the Government of $129,000. 

Mr. Mansure. Now, Mr. Shacklette, if you will explain the broker- 
age side ofthis. That is entirely different. 
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Mr. SwHackerre. Well we estimated the 

Mr. Brooks. Mr. Mansure, I didn’t catch the comment. 

Mr. Mansure. They said here they didn’t understand it. This is 
the actual insurance that is written on this program. Now, I would 
like the committee to get this point that is very important. There are 
two entirely different insurance contracts, one with the insurance com- 
pany that writes the insurance, and then whoever they are coinsurers 
on. The other is the broker. 

Now, the broker, according to Cuban law, there must be a broker 
on all insurance contracts, and the brokerage fee is fixed at 10 percent. 
Now, Mr. Shacklette will explain that phase of it. Now, we are talk- 
ing about a different set of companies entirely. The other was on 
the bid basis. The broker is selected by the contractor. 

Mr. SHackerte. The broker was selected by Snare-Merritt; that 
is right. What we wanted to determine was how much was involved 
in this brokerage fee. There has been a check issued to La Alianza, 
in this amount, $31,897.51. Now, 10 percent of that brokerage fee is 
the total brokerage fee, $3,189.75, two-thirds to Balmer & Moore, one- 
third to Franka; Franka is the Cuban broker. Their minimum fee 
based on this 4 months’ payroll, if we multiply that by 3 will be in the 
neighborhood of $6,000 plus. The estimated 1-year payroll of $5 mil- 
lion will give us another estimate here which works out to a maximum 
of around $16,000 plus, which would be paid to Balmer & Moore as a 
result of their brokerage services to the insurance underwriter in Cuba. 

That is the purpose of this chart. 

Mr. Brooxs. Thank you very much. 

Have you concluded with that explanation ? 

Mr. Mansure. Yes, unless any member wants to question on it. 

Mr. Brooks. I would like now at this point, Mr. Mansure, to thank 
you for bringing that out, and if you would be seated. You know we 
asked that you bring with you your records of telephone conversations 
relating to insurance. 

Mr. Mansure. Mr. Chairman, I have none. All of the records I 
have of anything pertaining to this is in our general file. I have no 
personal records other than just what I made, some notes here of my 
ownon. Ihave nothing in the files, or anything else. 

Mr. Brooks. The reason I ask is, you remember last year we dis- 
cussed the possibility and the custom of transcribing all of the conver- 
sations at high-level offices in the GSA. 

Mr. Mansvre. That is right. 

Mr. Brooks. I thought maybe you had copies of those transcriptions. 

Mr. Mansure. We don’t have those transcriptions because in the 
first place it is too much work, and, in the second place, we have our 
files all cluttered up with them, so unless there is some memo containing 
figures or something we don’t keep that sort of thing. 

Mr. Brooxs. Did you have notes of the conversation with Mr. 
Shafer ? 

Mr. Mansvre. Yes, that is in our appointment memorandum. 

Mr. Brooxs. Now, the first thing I would like to do, Mr. Mansure, 
is to ask you about some of the testimony we have gone over and tried 
to analyze in some of the previous hearings to see if we could get the 
story straight, if possible. I know you would be willing to listen. 

Now, in the hearing before the Appropriations Committee on 
August 1 in 1955 Mr. Thomas said: 
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Just how is it that the General Services Administration felt it incumbent to 
pay a fee of $400,000 to operate this plant against one that previously operated 
during the war for $150,000; why the spread? It is the identical same thing. 


And your Mr. Medley said: 


I did not participate in those negotiations. However, I do think this is the 
underlying philosophy. The previous operator obtained only 68 million pounds 
in the operation of 40 months, which is considerably below the going rate. 


Mr. Yates said: 
The going rate is predicated on the expanded plant; is it not? 
Mr. Medley said “No.” 


Mr. YATES. Do you not have an expansion going on which has brought in 
more? 

Mr. MANSURE. That is not in operation yet, that is in the future. 

Mr. Yares. So the comparison is out? 

Mr. MANSURE. Yes. 

Mr. Mep.ey. The way I understand it, they felt since nickel was need so 
badly they would negotiate a contract with an acceptable operator which would 
be predicated on so much per pound production, so that the more they produced 
the greater their management fee, and it would be an incentive arrangement 
to get greater production out of Nicaro. 

Mr. THomaAs. That doesn’t ring the bell in all respects. Here is an untried 
outfit. We all know Freeport Sulphur is pretty good wherever you want to put 
them. If they were not you would not have had them in the first place, and 
in any formula you work out it is a simple arithmetical formula that you are 
going to pay this corporation on a yardstick that will mean $250,000 more for 
Inanagement. 

Mr. Meptey. That is a supposition I have gained from conversations. 

Mr. THomaAs. You were not there? 

Mr. MepLey. Two or three of the gentlemen here were. Here is what hap- 
pened: In the beginning Freeport Sulphur owned the sulfur in the ground. 
They were anxious to develop the mining operations as there was a great 
demand for it in World War Il. They probably went in there as a speculative 
risk in order to get the know-how of those properties. As it turned out it was 
never a successful venture commercially during World War II. There was a 
net loss of about $3 million. 

Mr. PINKLeY. That is right. 

Mr. Mansure. Then when the mines were closed down from 1947 to 1951, 
other things had developed within that particular corporation in their own busi- 
ness in the production of sulfur, and when they were asked to reactivate the 
properties they were not interested. Probably it may be because their funds 
were tied up. I don’t know. Part of the cause was 

Mr. Tuomas. They did not need any money to reactivate. We appropriate 
about three and a quarter millions of money to pay them. 

Mr. MANsvuRE. I mean from the operating standpoint the selling of their own 
peanuts, which was sulfur. Now we had no interest, as was explained to me, 
from the standpoint of companies to go into this operation because formerly it 
had been commercially unsound. National Lead held no interest in the metal 
in the ground at all, so I assume there was not an inducement for someone to 
operate something that was a commercial failure before. 





Now I wonder are these essentially the facts concerning the manage- 
ment fee for the Nicaro operation ? 

Mr. Mansvre. That isa very good question, Mr. Chairman, because 
this is a very involved operation. 

Now, at the time the former committee asked us that we didn’t have 
the figures there and we tried to explain to them that we didn’t have 
the figures there. Now I would like to straighten this question out for 
you. 

The question is why 

Mr. Brooks. Pardon me, this was the testimony that you gave. 
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Mr. Mansovre. Yes, but at the time we said that we did not have the 
figures right at the meeting on that day. Now we can give those to 
you very quickly. The question is simply this: Why is nickel process- 
ing being paid $400,000 per year while the former operators were paid 
only $150,000 per year ¢ 

The comparison is inaccurate on several counts. The former oper- 
ator’s fee approximately $200,000 the final year, exactly the fee was 
$197,023. ‘The former operator’s fee was Soaes on a sliding scale 
which provided a minimum of 3 percent of the market value of the 
production plus a premium of not more than 214 cents per pound for 
any amount by which production costs were less than the market 
price. 

Now, there were two sliding scales on the fee to the previous op- 
erator. You have to bear that in mind. As the cost of mining of 
the metal never dropped below the market price, the operator never 
collected the bonus. However, I call to your attention now the costs 
of producing nickel at Nicaro are below the market price, so if we 
have been operating on the old basis, the former operator would have 
collected this bonus. 

Now, it should be noted that production costs today are substan- 
tially below the market price, and if the same scale had been in effect 
as under the previous contractor, the management fee for the fiscal 
year 1955 would have amounted to more than $1,275,000 in compari- 
son to the $400,000 fee which we are paying under the present con- 
tract. So, therefore, your facts of production and your quantity 
of production are entirely different today than under the other con- 
tract, but taking the same basis as the former contract that would have 
been the fee today, on the basis of poundage of nickel produced, what 
they were paid on. 

Mr. Brooxs. Does the National Lead have any interest in the pro- 
duction of pure nickel in metal form now ? 

Mr. Mansure. What form? 

Mr. Brooks. Metal form, bar nickel. 

Mr. Mansure. Yes, we are working on that now, to change the 
nickel into bar form. 

Mr. Brooks. In Nicaro or elsewhere in the United States? 

Mr. Mansvre. No, in the United States. We have no, what do you 
call that, not a refinery, but where we convert over. 

Mr. Pinxtey. We have no furnace facilities and no electric power 
available. 

Mr. Brooxs. But they are studying it in the United States? 

Mr. Mansvre. Not only studying it, but well on the way. 

Mr. Brooxs. With National Lead. 

Mr. Mansvre. Yes, and with other companies. Now, one more 
thing I want to say on that question. 

The former operator we are talking about that had the fee of 
$150,000 where this confusion has arisen, demanded that his minimum 
fee be increased from the $200,000, which was paid in the last opera- 
tion, to a minimum of $600,000 a year before the first run aad, 

Now I would also like to call to the attention of the committee 
that all of these arrangements were made prior to this administration, 
with the former administration. I would also like to make as a 
matter of record that I do feel that the decision, the judgment was 
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very good, but I just want to bring that to your attention because 
these agreements were made originally in January 15, 1951, and re- 
vised on January 21, 1953, prior to the time this administration took 
office and prior to the time [ became Administrator. But that is no 
reflection at all 

Mr. Brooxs. The administration took office prior to January 29. 

Mr. Mansure. That was just an amendment to the original con- 
tract. Furthermore, this contract that we are now operating under 
runs until next July 1957. But I also want to make it definitely a 
matter of record that this is in no way critical of the way these con- 
tracts were made. 

Mr. Brooks. Thank you. 

Now, on August Ist, you also told this same Committee, Appropria- 
tions Committee, on page 66: 





“Mr. YATES. Are there any other companies which might be prospective 
lessees ? 

Mr. MANSURE, There might be. We have not explored it yet because we 
do not know what the production will be after the expansion is completed. 

Mr. YATES. You will have to wait until you finish your expansion program? 

Mr. MANsuURE. We feel that we have to wait until we are far along enough 
with that to evaluate the property. 

Mr. Yates. What is the date of the completion of your expansion program? 

Mr. MANSURE. October 1956. 

Mr. YATEs. Then to all intents and purposes, the National Lead Co.’s option 
for a lease does not mean anything. You do not propose to negotiate a lease 
until you get your plant ready and will not know whether you want to make 
a lease until next year anyway? 

Mr. MaNsure. That is right. We will probably give them the opportunity to 
present an offer after the first of the year. 

Mr. Yates. Yes, but you will do that for a lot of other companies, will you not? 

Mr. Mansure. No, not according to this agreement. 

Mr. YATES. You mean you are tied up so that you cannot negotiate a lease on 
the open market with any American industry that may be interested in operating 
this plant? 

Mr. MANSvuRE. That is their contention, Mr. Yates. 

Mr. YATES. Whose contention? 

Mr. MANSURE. The National Lead Co.’s contention, Mr. Yates. 

Mr. Yates. What is the contention of the Government attorneys? 

Mr. MANsuRE. Mr. Elliott, will you explain the suggestion made to both com- 
panies? 

Mr. Exxiorr. Let me first say for the record that I had nothing to do with the 
drafting of amendatory letter No. 9. 


Mr. Brooxs. I just wanted to read that in because one company now 
has an option on this plant we are not going to lease or considering 
leasing, members of the committee, until after we spend $43 million 
on it. Then we are going to consider leasing it to one company. 

Mr. Mansure, I notice on page 70, under the expansion of the Nicaro 
plant, Mr. Evins asked you: 


On a closed contract you are spending $43 million to go ahead and expand the 
plant and then after you get it built, within a year you must determine whether 
you want to sell it or not. 

Mr. MANsurRE. What we wanted to do is find out what this plant will produce 
so that we know definitely what we are talking about. This may be one of 
those exceptions to the rules that this should remain in Government ownership. 

Mr. PrnKLey. The Hoover Commission has so recommended. 

Mr. Yates. That the Government retain this plant? 

Mr. PINKLEY. To continue the operation. 

Mr. Evins. This committee has previously been impressed with the efficiency 
of GSA’s operations at the appropriation hearings and otherwise, and now we 
have a bombshell thrown in our laps here. You testified earlier about a $150,000 
operation cost. Now it has gone up to $400,000, and here again you indicate 













































118 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


that your predecessor made this contract. I think you also have an obligation 
to amend or alter the effect of that contract in the interest of economy. 

Mr. Yates. And fair play. 

Mr. Evins. Yes; and fair play. 

Mr. Mansvre. I want to make it clear that we did not negotiate these contracts, 
that I inherited them. 

Mr. Evins. I understand you did, but from this report here it indicates, Mr. 
Mansure, that very figure and just sort of brushes it off. 

Mr. Yates. When you say “we” you mean you? 

Mr. Mansure. Yes; because the date of that option is January 29. I did not 
start until January 2, as I remember. 

Mr. YAtes. The Republican administration went in before that time. 

Mr. Mansure. Mr. Larson stayed over, though, for a while. 

Mr. Evins. Both the option and the closed contract were negotiated prior to 
your administration and also this increase in the form of operation of the 
Nicaro plant. 

Mr. MAnsvre. I do not follow that, Mr. Evins. 

Mr. Evins. The operating contract was negotiated prior to your becoming 
Administrator. 

Mr. MANsuRE. Yes. 

Mr. Evins. And also this increase in the cost of the operation of the Nicaro 
plant. 

Mr. Brooks. I think that substantiates to some extent what you just 
said about your inheriting of these contracts. 

Mr. Mansure. Yes, Mr. Chairman; but, of course, there was the 
same confusion in my mind which I can appreciate in the mind of the 
committee. Here.is a situation that we inherit. a group of contracts 
that have been made, and I have to look at this from a practical oper- 
ating standpoint. The requirements for nickel for our defense pro- 
gram, as you all know, is very critical. We can’t be quibbling over 
whether this contract or that contract is right or wrong. That can 
be done after the operation is going on. We still have to produce 
nickel. When we started in—when the plant closed down at the end 
of the World War II, the plant was producing just under 24 million 
pounds. Today it is running over 31 million pounds, and by the end 
of this year we hope to produce over 50 million pounds of nickel. 

Now I will have to defer to the legal minds on these contracts. I am 
interested in two things. I am interested in equity being done to all 
of the contractors, but I am also interested in producing nickel and 
I am going to keep on producing nickel as fast as we can while we 
resolve these contracts. 

Now, let me say just one word in regard to my previous testimony 
as to the leasing or the sale of this property. There is no one that 
takes a more definite position that Government ought to get out of 
private business than I do, but at the same time when I am selling 
something or when I am buying something or when I am leasing some- 
thing, I like to know what the value of that product is. Now, I didn’t 
make the decision to spend $43 million on the Nicaro operation. That 
was made by other departments and by the Defense Department 
because of their need. 

Now we have this practical situation. We are spending the $43 
million, and I can’t stop the spending of that money. At the same 
time, I have nothing to a the value of this property on if anybody 
did want to lease the property or buy the property. Also, I am con- 
fronted with negotiations prior to the time that I took office and the 
legal agreement that gives one company the sole option right to lease 
this property up until December 1, 1956, this year. 
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Now, that will have to be resolved by the attorneys. I can’t resolve 
that legal question, but that briefly is what the situation is. 

Now, the other thing is that I know that it is the thinking of this 
committee that they do not want the Government to dispose of prop- 
erties because we have already been before this committee on hearings, 
unless we get the fair value of that property. 

Now, I haven’t seen if there is such a figure—if there is such a 
figure, I haven’t seen any firm offer for this plant either by lease or 
by purchase, and if I did see a firm offer, I still wouldn’t be in a posi- 
tion to judge whether it was a fair offer and if I can’t recommend to 
the committee that it is a fair offer, I certainly cannot consider any 
kind of offer. 

That is exactly what the situation is. There are two entirely dif- 
ferent subjects. The legal phase of it, I can’t answer. 

Mr. Brooks. On page 82 in that same hearing you answered Mr. 
Yates: 

Mr. Yates. Mr. Chairman, I would like to ask one or two more questions, 
if I may. This article says this: “The expansion has been wretchedly bungled. 
It was not undertaken by GSA through operating subcontractors, but by 
National Lead as a supervisory contractor for GSA. National Lead then let 
some subcontracts to the operating architect-engineer and the operating con- 
structor. In order to supervise its supervisor, GSA has retained a metallurgical 
engineering consultant, Singmaster & Breyer, at a monthly fee of $3,500.” 

What does that mean, Mr. Mansure? Have you run into any difficulties in 
your expansion program? 

Mr. MANsvre. No. 

Mr. Brooks. Is that substantially what your answer was at that 
time? 

Mr. Mansure. That is right, but I didn’t agree with the first part 
of it as to being bungled. I ‘think they have done an excellent job and 
everyone else who has reviewed the situation feels a splendid expan- 
sion job has been done and is being done right now. You see, I want 
to say this: We are practically on schedule in this expansion program. 
Any of you who have been in Cuba and particularly that part of the 
island knows that the weather conditions at certain times of the year 
are abominable and you cannot carry on construction and no one has 
control over the weather. 

Now, even with some adverse weather conditions we are practically 
on schedule in this expansion program. 

Mr. Brooks. On page 83, under “Selection of the contractor,” Mr. 
Yates said: 

Mr. Yates. The construction is being done by whom, the Snare-Merritt Corp.? 

Mr. PINKLEY. Yes. 

Mr. Yates. In the statement here you refer to Mr. Talbott coming into the 
jicture in respect to other questions. 

Mr. MANSurRE. I am very glad you asked about that. 

Mr. YATEs. Does Mr. Talbott figure in this one also? 

Mr. MAnsvure. He does not. I think practically everybody in Washington 
has suggestions for a contractor and their suggestions were just like you 
might recommend some Chicago firm and you would say that the Brown Con- 
struction Firm are wonderful people and give them some contracts. 

Mr. Talbott and I were walking down that hall of the Mayflower Hotel and 
you can imagine how important this conversation was from that. You can 
know how serious one would be while walikng about a place like that. He said, 
“You are carrying on quite an expansion program in Cuba.” He said, “I flew 
over that operation in my return from an inspection of the airfields and I see 
you are now considering among the firms both the Frederick Snare Corp. and 
the Merritt-Chapman & Scott Corp.” He said they were both fine people ,and 
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that was the end of the conversation. If that is a recommendation or any pres- 
sure, I do not know what is. 


Mr. Brooks. Is that essentially what your testimony was? 
Mr. Mansvre. Yes. 
Mr. Brooxs. On page 84 you then go into this problem: 


Mr. Yates. Is your article correct in stating that Balmer & Moore did receive 
a bonus or commission? 

Mr. PINKLEY. The only knowledge I have ever had of Balmer & Moore is 
that a gentleman came to my office, as did probably 20 others, and asked how 
they could go about bidding on the insurance. 

Mr. MAansure. That was a Mr. Shafer. 

Mr. Yates. He came to your office in Cuba? 

Mr. PINKLEY. No, here in the GSA building. 

Mr. MAnsoureE. He first came into our office, Mr. Yates. 

Mr. YATES. The part which I cannot understand now, and I wish someone 
would clear up, is this: Colonel Pinkley stated the insurance would have to go 
to a Cuban insurance firm. 

Mr. PINKLEy. Or an American firm licensed to do business there. 

Mr. Yates. You said it would have to go to a Cuban firm. 

Mr. PINKLEY. Yes, sir. 

Mr. YATES. I did not understand you to say that previously. 

Mr. Pinxiey. Or a subsidiary of an American firm. 

Mr. Mansvre. Let me interject at this point. This is a little bit ahead of 
what Mr. Pinkley is talking about. Mr. Shafer came in and said that there 
was going to be some bidding on insurance on our expansion program in Cuba. 
I said, “That is correct.” He said, “We would like to bid on it.” We have any 
number of people come in and talk to me about it. I said, “All right. You go 
over and see Colonel Pinkley in the third wing of our building and he will 
tell you how to go about it.” That was the entire conversation. A number of 
weeks later, 4 or 5 or 6 weeks later, he came into the office again and the whole 
conversation was this: He said it looked pretty good. He meant it looks like 
they were going to be all right on the bid and all right on the contract. As far 
as that article is concerned, it infers that there was something being set up for 
them, but we had nothing to do with the handling of it. 

Mr. PINKLey. Under the insurance program, the two bidders offered to give us 
45 percent of the premium back and that would mean 45 percent of approximate- 
ly a half million dollars, or $225,000 for the use of our hospital facilities. The 
brokerage fee, however, is paid by the carrier, not GSA. 

This proposal is made by the insurance company which is strictly a Cuban 
company. 

Mr. Yates. How did they wind up with Balmer & Moore, if you have a Cuban 
firm or a qualified American firm? 

Mr. Mansvre. I do not know that they are even init. We knew nothing about 
any contacts of theirs at all. It was all done by bid in Cuba. 

Mr. YaTes. Did you indicate to anyone that you had a preference for the in- 
surance to go to a particular firm? 

Mr. Mansure. Mr. Pinkley can tell you what happened when Mr. Shafer 
came over to see him. 

Mr. Pink.ey. I referred him to National Lead and to Snare-Merritt, and told 
him that they were taking the bids. I did show him a set or copy of the request 
for bids which merely sets forth the requirements insofar as the amount of the 
insurance and the requirements of the bidders to submit financial statements 
and to submit other data. 

i — THoMAS. What was the answer to Mr. Yates’ question about the Chicago 
rm 

Mr. Mansvure. The answer is that anything that Balmer got out of it he got 
directly from the insurance company and it was paid by the insurance company. 

Mr. Yates. The Cuban insurance company? 

Mr. Tuomas. Did he get anything out of it? 

Mr. Mansure. We do not know. 

Mr. PINKLEY. He got no Government funds of any kind. 

Mr. Yates. Has anyone talked to Balmer or Moore since this article was 
published ? 

Mr. MaNsure. I went to Chicago the other day but Balmer & Moore were out 
of town. He did not reveal whether he had interest in the servicing or not and 
he did not talk to me. 
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Mr. Yates. Did anyone else talk to either Balmer or Moore in regard to this? 

Mr. MANSURE. Not to my knowledge. 

Mr. THoMAs. Do they have any interest in this transaction? 

Mr. Mansure. We do not know. All we know is that if they were the lower 
bidders, and if they had an interest, we still would have had to have given them 
the business. 

Mr. THomMaAs. They were the low bidders? 

Mr. Mansure. Yes, sir. 

Mr. YarTes. Are they qualified to do business in Cuba? 

Mr. PINKLEY. The company that got the business is. 

Mr. Yates. I do not understand it. Our friend, Colonel Pinkley, just got 
through testifying that the insurance would only go to a Cuban firm or an 
American firm qualified to do business in Cuba. 

I now ask whether Balmer & Moore are qualified to do business in Cuba? 

Mr. MANSURE. We do not know whether Balmer or Moore are in this thing 
or not. If they are, they have come into it through the insurance company, be- 
cause we have not dealt with them at all. They have never come into this pic- 
ture with me or anyone else. 

Mr. Yates. What other insurance company got the insurance? 

Mr. PINKLEY. It is a Cuban company. There is a Cuban broker which they 
normally write through. They write through the broker, and not the carrier, 
La Alianza. We do not ever dictate who the broker shall be, because we have 
no contact with the broker and pay him nothing. 

Anything paid to him is paid by the insurance company out of their earned 
premiums. Even if there were no broker involved in it, we would not get a 
penny less premium rate. If Balmer & Moore made an arrangement with the 
Cuban broker, that is some arrangement we know nothing about. 

Mr. THomas. Was there an open competitive bid for this business? 

Mr. MANSURE. Yes, sir: sealed bids. 

Mr. THoMAS. If Mr. Balmer got the business, it was because he was the low 
bidder? 

Mr. MANSURE. Yes, sir; and if he had anything to do with the company, it 
was because they got into the company, but we have no knowledge of that what- 
soever. 

Mr. Pinkley, please explain to the Chairman how the bids were. 

Mr. PINKLEY. We took the bids from these companies, invited 7 different com- 
panies to bid and in order for a company to bid on insurance business they must 
either be a Cuban company or a Cuban subsidiary of an American company or 
another company licensed to do business there. We received 5 bids on the busi- 
ness. The premium rates in Cuba are established by law. Therefore, it is the 
same for all companies. 

Mr. THoMAS. What is the type of insurance? 

Mr. PINKLEY. This is workmen’s compensation. 

Mr. THoMAs. Is there any fire insurance or anything like that involved? 

Mr. PINKLEY. No, sir: we have a self-insurance charge against our operations 
for fire and we do have third party liability. 

Mr. OsTERTAG. In other words, GSA has to furnish insurance on this operation. 

Mr. MANSuRE. No, the contractors do. We do not. 

Mr. PINKLEY. It comes out of the contract. There is no competition under 
premiums because they are established by law to all companies at the same rate 
but we do furnish them with the use of our hospital in taking care of compensa- 
tion cases. Therefore, the insurance companies bid upon how much each would 
allow us for the use of our hospital facilities ; 2 companies bid 30 percent of the 
premium, 1 company bid 36.5 percent and 2 companies bid 45 percent. In other 
words, they bid on what they would pay back to the contractor for the use of the 
hospital facilities. 

Mr. THomMas. Where were the seven bidders from? 

Mr. PINKLEY. They were all from Cuba and mostly Habana. There are no 
companies I know of located outside of Habana. I believe, however, there was 
one. 

Mr. THomas. This is the type of thing in which the various companies would 
not be interested, is it not? 

: Mr. MANsvrR_E. I had solicitations, Mr. Chairman, from a half dozen different 
individual brokers in the United States, starting from Florida right up to New 
York City, as to how they would go about bidding on this business. 


Mr. Brooxs. While we are on that point, do you recall the names of 
the other brokers who contacted you ? 
74804—56——9 
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Mr. Mansure. No, so many people contacted me, I don’t recall the 
—— but I would like to explain this whole thing when you are 
ready, 

Mr. Brooks. Yes. 


Mr. THoMas. Did they bid? 

Mr. MANSuRE. Yes. 

Mr. PinKtEy. The American International Underwriters bid indirectly inas- 
much as they have representation but the way the American companies principal- 
ly participate is in reinsurance, because the Cuban companies do not want to 
take the entire risk. The company which got the bid is reinsured through the 
Insurance Company of North America, of Philadelphia, a company worth approxi- 
mately about $450 million capitalization. 

Mr. THomas. The company which received the insurance wa): the low bidder? 

Mr. PINKLEY. That is right. 

Mr. THomas. Different people were given an opportunity to bi 1 on it? 

Mr. Mansvure. Let me go one step further: 

There is a let of intrigue about this in Cuba. When I wis down there, I 
arrived on Friday and had dinner at the Embassy that evening. The following 
night they had dinner arranged with the President of Cuba ani four members of 
his Cabinet, and their wives. The Minister of Labor could noi be there. So, the 
following Saturday evening on my return, I had dinner with him and the Sunday 
following that Saturday night dinner one of these insurance brokers, called at the 
Embassy to discuss this insurance thing with me. I listened to his discussion 
and his argument was that the experience factor—that is, the loss factor and 
injury factor belonged to the insurance company, and not to the insurer. That is, 
the actual operator. 

I was with the Government attorney the night before, and I saw him that 
afternoon after this person left, because he lives just across from the Bmbassy 
residence, and I asked him about that. He said, ‘Do not worry about that, be- 
cause it has already gone to the Minister of Labor, and these people are trying to 
bring pressure here on securing this business. 

So, I said “Fine,” and I will do nothing further about it. 

The following Saturday night when I met with the Minister of Labor, he told me 
the story that these people came in and tried to get him to throw out all other 
bidders and reserve this for the other company. He refused to do it, and that is 
all a matter of record in Cuba. So, the thing was done completely on a bid basis. 


Mr. Brooks. Is that the gist of how the insurance contracts were 
set up? 
Mr. Mansvure. That is sebeantialy right. The dates are wrong. I 


brought my calendar. This is the only data I had on it which I would 
like to introduce in the record. Mr. Shafer first called on me on Mon- 
day, January 24, without an appointment. He came in again on Feb- 
ruary 4 without an appointment, as you can see from the calendar 
here. When he came in and they told me Mr. Shafer wanted to see me 
from Chicago I didn’t know who it was. Mr. Balmer had sent him in 
T was told. I talked with him at the desk going out of the office. The 
conversation took about 3 minutes. He said he wanted to bid on our 
insurance. I said we don’t have any insurance. The Government is 
self-insurer. He said, “I want to bid on the insurance at Nicaro.” And 
at that time I wasn’t even cognizant of the fact that we had to write 
compensation insurance on that, because compensation insurance is 
always written by the person who is doing the business ; in other words, 
if you hire a contractor to build a factory for you or to fix your house 
or something, it is the responsibility of the contractor to place the com- 
pension insurance. You are the buyer of that service do not make ar- 
rangements for the insuring of the contract. 

The only insurance that I thought was involved in the Nicaro opera- 
tion was what we call a performance bond, that is a bond to do the job. 
That is exactly what Shafer talked to me about. I said, “I don’t know 
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anything about it, I will refer you to Mr. Pinkley, who will tell you the 
proper people to go to see on it,” because I did know that the Govern- 
ment did not place the insurance either on a performance bond or any- 
thing else, but at the time the matter of compensation insurance never 
even entered my mind. He went over to see Mr. Pinkley and Mr. 
Pinkley told him he would have to go and see the National Lead people, 
on it. The second time he came in to see me was on February 4, and 
when he came in that day, he again did not have an appointment and we 
run under a very heavy schedule over at our office, and it is sometimes 
pretty hard to work an appointment in a week in advance, let alone 
just walking in the door and asking to see someone. And that con- 
versation lasted for about 3 minutes again, and all he said then was— 
I don’t know whether he said he was down in Cuba but he said some- 
thing about having made a review of the insurance situation and things 
looked pretty good. I said that is fine. When he said things looked 
pretty good, I took it that he meant he was making progress on the 
insurance. Now, I want to get completely clear before this com- 
mittee exactly what my interest is in this insurance program. It is 
nothing. I have no interest whatsoever either directly or indirectly 
or over the table or under the table in any insurance program whatso- 
ever. We have a policy in General Services that we will cooperate 
with anyone. 

Now the other evening when we had the press in, we were discussing 
nothing but the brokerage on this insurance contract. I never made 
any such statement that I thought that firms that are friendly to the 
administration or to the party should get Government business. That 
has been one of the things that I have been fighting for and against 
ever since I have been in Washington and every member of this com- 
mittee has received our little bulletin, our little folder which has been 
sent to every chamber of commerce, every trade association, every 
business association or institution that we know of. We have dis- 
tributed over 150,000 of these pamphlets to date telling people exactly 
how they sell the Government. 

We have done everything that we possibly can do to make the selling 
to the Government equitable, fair, and easy, and furthermore, we are 
proud of the fact that we have completely stamped out influence 
peddling. 

Mr. Harpy. Mr. Chairman, may I ask a question there? 

Mr. Brooks. Mr. Hardy. 

Mr. Harpy. Mr. Mansure, you want the committee to understand 
that the quotations attributed to you in the Washington Post on Sat- 
urday are not true? 

Mr. Mansvre. I don’t know what was in the Washington Post. All 
I know is, in one of the papers I read it stated that I thought that peo- 
ple who do business with the Government should be friendly to the 
administration. That is a lot of poppycock. 

Mr. Harpy. Here is a direct quote. I just want to be sure that we 
have got this straight. Mr. Mansure said: 

Practical politics dictated that the brokerage contract should not go to a firm 
that did not help this administration get into office. 

Mr. Mansvure. That referred to the insurance. A number of the 
other papers did not restrict it to the brokerage. 

Mr. Harpy. Was that an accurate statement? 
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Mr. Mansvure. That was brokerage. The insurance business was 
hit on. My feeling is this—— 

Mr. Harpy. Let’s see if we can get this clear in the record. Is that 
an accurate quotation ? 

Mr. Mansore. I don’t know whether those are the exact words I 
said, but that is substantially what I had in mind. In other words, 
it was a question of whether it should go to a firm like Jimmy Roose- 
velt’s firm which has been getting insurance and other firms from the 
Government for a period of 20 years or spread it around a little bit. 
I want to spread it around a little bit. 

Mr. Harpy. There is one other quotation I would like to have 
cleared up and this is a direct quote. 


I wanted a western broker selected, someone friendly to the party. 


Mr. Mansvre. That is right. I said that all of the insurance that 
has been written for a period of years has been written by New York 
brokers. Furthermore, all of the insurance on this operation, brok- 
erage, I am talking about, only now has been written by Cuban com- 
panies. I don’t see why we should give all of these brokerage fees 
to Cuban companies. I think it should be spread around a little bit 
and I feel very strongly on that point. 

Mr. Harpy. Well, the question of a Cuban company or not would 
not necessarily have any bearing on whether or not they were friendly 
to the party. I am just thinking about that. At least you were 
limiting your application or your award as far as a broker was con- 
cerned, to someone friendly to the Republican Party. 

Mr. Mansure. Well, let’s lay the cards right on the table now. 
That came about originally through an interview by a magazine that 
was in the reporting and the article written was entirely unfounded. 
}uring the course of the conversation I was asked the question, “Well, 
what do you think about insurance, what about all of this insurance 
that is placed through firms that are friendly to various political 
administrations?” And I made the statement not about any particular 
company or broker. I said that in Chicago it is generally accepted 
that insurance is probably a byproduct of politics. Now, that had 
nothing to do with this operation and they have taken that one state- 
ment and twisted it around and developed it and played upon it. 
I was just making a general statement from my experience and I have 
been in this—I have had this experience since 1930. 

Mr. Harpy. Well, let’s see if I understand your philosophy in that 
regard. It is that you feel an insurance broker should be selected on 
the basis of his support or opposition to a particular political party! 

Mr. Mansvre. Let me put it this way: An insurance broker is the 
privilege of the person placing the insurance to select his broker, just 
like you select your doctor or your lawyer. For many years when I 
operated a private business, if I wanted to have a driveway across a 
sidewalk, I had to get my driveway bond through the alderman of 
that ward, whether he was a Democrat or a Republican. If that 
alderman did not get that insurance bond, the city council did not 
approve it, the cutting across the sidewalk, that is what I am talkine 
about. 

Mr. Harpy. Is that Chicago politics? 

Mr. Mansvre. Yes. That is all over, in any metropolitan area. 

Mr. Harpy. I hope that isn’t all over. 
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Mr. Mansvure. I want to go one step further. The insurance was 
bid on by anybody, any insurance company that wanted to bid on 
that insurance had the right to bid on that insurance. It was sealed 
bidding, and the bids were opened before all bidders, just like we place 
all of our business in GSA. Now the brokerage firm, according to 
Cuban law, there must be a brokerage firm and there must be a stip- 
ulated fee paid to that brokerage firm. We are merely complying 
with the Cuban law. The brokerage has nothing to do, as far as 
the Government is concerned, with what the Government pays for 
the insurance. The more we can get that insurance down, the less 
brokerage is involved. 

Mr. Harpy. I understand that, but I want to see if I can understand 
the basis on which an insurance broker is selected. 

Now, I can understand that there is a similarity between selection 
of a broker, an insurance broker, and a physician by an individual or 
an attorney. He wants to select somebody of his particular personal 
choosing, but I have a little difficulty applying the same principle 
to governmental operations. 

That is the only thing I am trying to understand in this particular 
operation. 

Mr. Mansvre. It is very good, but there are many, many years of 
precedent. 

Mr. Harpy. That may be, but I hope we don’t all subscribe to 
precedent if we have any conscientious scruples with respect to that 
practice. 

Mr. Mansvure. And we don’t want to. That is why I want to see 
the insurance spread around a little bit, the brokerage. 

Mr. Harpy. Would you state that an insurance broker should or 
should not be selected on the basis of personal preference? 

Mr. Mansvre. No, Congressman. I would say that the insur- 
ance broker should not—do you mean political preference or personal 
preference ? 

Mr. Harpy. I am talking about politics at the moment. That is the 
basis to which the newspaper attributed it. 

Mr. Mansvure. It shioutd not be, but I do feel that a broker who can 
render the service you want to render would be selected on that basis, 
just like you would pick any broker, your stockbroker or insurance 
broker. 

Mr. Harpy. Someone that you have confidence in and someone you 
know will be capable of performing the services required but I hope 
that none of us are going to put himself in the position of making 
selections of that kind purely on the basis of the particular support 
that could accrue to a political party. 

Mr. Mansvre. I would certainly agree with you on that, whole- 
heartedly. 

Mr. Harpy. So you would agree that your observations in that con- 
nection might have been not too well expressed ? 

Mr. Mansvre. Well, I would agree to that, yes. 

Mr. Harpy. You were following a precedent that you grew up with 
in Chicago, is that what I understood a while ago? 

Mr. Mansvure. No, I am not following a precedent, but I still feel, 
regardless of who the firm is, or who the individual is, and I want to 
also answer—I hope the Commission will ask me a question of whether 
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I recommended the broker or not, because I want to answer that ques- 
tion—I feel that the brokerage should not be limited to a few firms, 

That has been very much the condition over a long period of years 
and I think we are all very cognizant of that fact, and I certainly 
agree with your statement that that is not the basis it should be done 
on, and I wholeheartedly support that. 

Mr. Harpy. So then you would be willing to break with the Chicago 
precedent in the future? 

Mr. Mansovre. I certainly would be. I would be willing to break 
with any precedent that is on that basis. 

Mr. Brooxs. Mr. Mansure, at page 98, as a part of an explanation 
of the insurance data that was submitted by the GSA to the Appropria- 
tions Committee, you included a paragraph there on this very subject 
of brokerage. I want to read it for the committee’s benefit. 

Mr. Mansure. What was that in, Mr. Chairman? I didn’t under- 
stand. 

Mr. Brooxs. An explanation of the insurance, August 1, 1955, 
eee Committee. 

his paragraph said: 

For the Nicaro project we are informed that the broker is the Godoy-Soyan 
Corp., a reputable Cuban firm vouched for by Cuban Nickel’s attorneys in Habana 
This firm has a New York office at 60 Wall Street in New York City under a 
vice president, Mr. M. J. McBride. 

Mr. Brooks. I say that to point out that at that time La Alianza, one 
of that company’s subsidiaries, did have brokerage in New York. 

Now, on page 97, Mr. Yates asked a question: 

Mr. Yates. Did you suggest to National Lead to select Snare-Merritt? 

Mr. MANsuRE, No. 

Now, I wondered at that point if you could elaborate on the selec- 
tion of Merritt-Chapman & Scott and the Snare Corp. together, that 
conversation around July 27? 

Mr. Mansure. Mr. Chairman; yes. 

Could I just say one thing: You haven’t asked the question that was 
in former testimony on this insurance. I would like to-get to that. 

Mr. Brooxs. We will clear that up. 

Mr. Mansvurke. I wouldn’t want to miss it. 

Mr. Brooks. No, not for the world; no, sir. 

Mr. Mansvure. Now, you are talking about the selection of the con- 
tractors, is that what we want to discuss, the two contractors? 

Mr. Brooxs. Yes, sir. What was the date of that, around the 27th! 

Mr. Mansure. Yes, the 27th. 

I would like the committee, if I may, to see what kind of an opera- 
tion we are talking about, because there is a great deal of confusion. 

Mr. Brooks. That is a nice picture. Would you pass it around! 

Mr. Mansure. Many people think the mining of nickel is, you dig 
a hole in the ground and then take it out. This operation is really a 
chemical operation. It is a highly involved operation of first taking 
the ore by a strip-mining operation off of the surface, and then moving 
it down and going through all of these plants and tanks and vats and 
pipes, and so forth. Now, when we started out, these figures are 
taken from memory, but they are substantially correct. 

On the first go-round of contractors, we had approximately 60 
people that wanted to bid on this job. Mr. Pinkley can correct me 
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on these figures, because he is more conversant with them than I am. 
But on the first go-round they dropped almost in half. The reason 
for that was that they readily understood that they were not qualified 
to do this type of construction work. They were either apartment 
house builders, home builders, industrial plant builders, and so forth, 
but, of course, a contract as substantial as this was naturally intriguing 
to any contractor in the United States. This interest was country- 
wide. 

We finally after a great deal of consideration brought the contrac- 
tors down to 5 or 6 qualified firms to do the job. Every one of these 
firms were very large firms because they had to be substantial finan- 
cially in order to operate a construction job of this kind. 

Now, in the beginning I personally made this decision, and I take 
the full responsibility for the decision. National Lead had been se- 
lected as the operator on this project during the time of the previous 
administration. I feel that was a very fine selection. Now, as you 
look at this picture you must bear in mind that this plant that you 
are looking at must be in continuous production while we have an 
expansion program amounting to in round figures $43 million going 
on. This expansion program is to do nothing to stop the operation 
of these present facilities. That isa very tough job. If you can go in 
and clean off a lot of open land and start in building a plant, that is 
one operation. When you are adding on to a plant which is already 
in existence, which depends on the flow of chemicals or liquids from 
one building into another with a lot of high-pressure furnaces, and 
large voltages of electricity, you have a very difficult operation. 

As a matter of fact, there are some times we cannot even find an 
opportunity to close down a certain amount of our generating equip- 
ment, or our steam equipment in order merely to tie in steam lines 
or electric power lines. 

Now, if the National Lead people are responsible for the production 
of nickel, as they are, as the Government operator, I felt from my 
experience in the management field, and in business, that you cannot 
have divided authority, so therefore the responsibility of the expan- 
sion program should also be the deipoaein tii of the Government’s 
operator, National Lead. 

Mr. Harpy. Mr. Chairman, may I ask a question right there ? 

Mr. Brooks. Yes, sir, Mr. Hardy. 

_ Mr. Harpy. This question of continuing the operation of the plant 
simultaneously with the construction, as I gather it, is the whole basis 
on which the contract, or at least is alleged to be the basis on which the 
prime contract was awarded National Lead ? 

Mr. Mansvre. That is right. 

_Mr. Harpy. Well, National Lead is not the operator of the plant. 
National Lead is the parent company. 

Mr, Mansvre. Well, Nickel Processing is what I meant. 

Mr. Harpy. That is correct, but it is a subsidiary of National Lead, 
as I understand it. 

Mr. Mansure. Yes. 

Mr. Harpy. However, according to testimony that I remember we 
had last week, Frederick Snare personnel had been continually in 
that plant during the process of the operation and assisting appar- 
ently the Nickel Processing Co. because they built the plant to start 
with; is that correct? 
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Mr. Mansvre. National Lead? 

Mr. Harpy. Frederick Snare Corp. 

Mr. Mansvure. They were the original contractors, yes. 

Mr. Harpy. And is it not true that their personnel continued in 
that plant up to the time this contract was awarded? Were they 
still working in there? 

Mr. Mansvre. Well, Congressman Hardy, that is a very good ques- 
tion. I would like to answer it in this way: That is correct 

Mr. Harpy. That is all I want to know; that is correct. 

Now, if they had been in there operating all of this time, and they 
were recommended by your consulting engineers as being a company 
with whom negotiations should be made, you did not have the prob- 
lem that you just spoke of as being the basis for making the award 
to National Lead, because they had demonstrated their ability to 
work with Nickel Processing during all this period of time? 

Mr. Mansure. Well, Congressman Hardy, that is not exactly the 
situation. I still come back to the fact that National Lead we, the 
Government, are holding responsible for the production of nickel. 

Now, I cannot place part responsibility and then take that responsi- 
bility or authority away. That is a question of my judgment in this 
case. I felt, and I still feel, that with National Lead as the operators 
they should have the first say-so on who the construction company is 
going to be. 

Now, let me go one step further 

Mr. Harpy. Let me ask you this one question: Why does National 
Lead, or why does Nickel Processing continue to keep people from 
Frederick Snare in that plant all during this period of time, right 
up to the time the expansion contract was awarded, they were still in 
there? Why did they keep them in there? Why did they not let 
Merritt Chapman-Scott in there to help them run the plant ? 

Mr. Mansvre. I want to say one more thing, and this is not evad- 
ing your question in the least: I have found that it never pays to put 
all of your eggs in one basket. Now, this was a very large expansion 
program which was a rush job. Now, my thinking was this, from the 
beginning: There should be at least two construction companies in this 
expansion program. The reason is very simple: Contractors have a 
habit of taking 3 or 4 of their top people, putting them in 1 plane, 
sending them to the point of operation—you must remember that most 
of this personnel was traveling back and forth between the States and 
Cuba. I do not want to have in the first place loss of the engineering 
personel, and, in the second place, with a rush job like this I feel that 
manpower is one of the most important factors in it. 

Now, I am talking about technical engineering manpower. When 
you take one construction company, and you burden them with their 
other contracts—and Frederick Snare has other contracts besides this 
Government contract 

Mr. Harpy. Well, we went through a whole lot of discussion in 
here the other day about the ups and downs that went on and the 
arguments that took place as to whether Frederick Snare would be 
in there at all or not; what part they would get if they were in there. 
I have no brief for any one of the contractors. I do not know anything 
about them. But it seems to me there are a lot of peculiar circum- 
stances around the whole thing. 
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Mr. Mansvure. Congressman Hardy, what contractors do when they 
get a job and architects and engineers, and everyone else does the 
same thing, they have their nucleus of personnel and then they go out 
and hire additional personnel. Therefore, I felt that if we had two 
strong contractors on this job we were going to be able to draw on the 
personnel of both of these contracting companies. 

Now, National Lead—I don’t know why they made this. You had 
the president of Nickel Processing, and the vice president of National 
Lead before you, but, nevertheless, they made the recommendation 
to the Government that Meritt-Chapman & Scott be the contractor in 
this operation. They defended their recommendations on the basis 
that they were one, if not the largest construction companies in the 
United States. They are eminently qualified to do the job alone if we 
wanted to have a single contractor. They have more engineering 
personnel. They have more personnel of all kinds, as well as financial 
backing, than Frederick Snare has. 

I took the position that all right as long as you feel that strongly 
about Merritt-Chapman & Scott they can be one of the contractors, 
but there still has to be another contractor and the contractor that I 
recommended was Frederick Snare, and I recommended Frederick 
Snare on the same basis that you are speaking of now. First of all, 
they have top engineering talent, but it is limited in the number of 
people. There is only one man that really knows this operation, one 
top engineer. There is another one that is almost comparable, but 
there is one man that this whole thing hinges on as far as Frederick 
Snare is concerned. He is the complete boss of the job. 

Now, secondly, Frederick Snare had not only the engineering know- 
how, but they knew where all of the pipes and all of the wiring, and 
everything else, was in the ground and above ground from their 
former experience, but I still would not have employed on the basis 
of my own experience one contractor for a job as rushed as this, and 
as big as this. I would still have had two contractors, regardless of 
who the other contractor was. 

Mr. Harpy. Did Mr. Wolfson ever talk to you about this contract? 

Mr. Mansvre. I have never talked to or met Mr. Wolfson in my 
life. Except for his pictures in the newspaper, I wouldn’t know what 
he looked like. He never entered into these negotiations at all. 

Mr. Harpy. Did Mr. Schott talk to you? 

Mr. Mansvre. Yes; he did. 

Mr. Harpy. At what stage of the negotiations did that take place? 

Mr. Mansvre. From memory 

Mr. Harpy. Don’t you have a record on that? You brought it on 
these other things. Don’t you have a record when Mr. Schott came 
to see you? 

Mr. Mansvure. No, because in the first place if we wanted to be tech- 
nical that wasn’t a part of the subpena. In the second place—— 

Mr. Harpy. I didn’t think we were just relying on that. I didn’t 
think you were going to bring up a technicality. I am sure we can 
amend the subpena for this afternoon, can’t we, Mr. Chairman ? 

_ Mr. Mansvre. I didn’t know you wanted that information. I am 
Just trying to answer the question. 

Mr. Harpy. Mr. Mansure, you cannot be that naive. But let us 

get back to this. 
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Mr. Mansvre. After all, I am under oath. I haven’t any record 
here, Mr. Congressman, but I remember it was about 2 months. 

I want to answer your question. That might be 6 weeks or 5 weeks, 
one way or the other. 

Mr. Harpy. Before they awarded the contract? 

Mr. Mansvre. Yes; he came in with a vice president or other officer 
of their company to solicit the business. To my recollection, they 
only called on me twice. Now, there might have been three times, 
but the only clear date that I have in my mind, and I brought this 
because I thought this was the date you were interested in was when we 
negotiated the contract on July 27. 

Mr. Brooxs. That is what I originally asked about. 

Mr. Mansvure. That was the day I met with the representatives of 
Merritt-Chapman & Scott, and representatives of Frederick Snare. 

Now, I did meet with the representatives of all of these companies. 
Frederick Snare camped on my doorstep. 

Mr. Harpy. You met with representatives of Merritt-Chapman & 
Scott before that meeting ? 

Mr. Mansure. Yes; I said once or twice, and we will be very glad 
to supply that information, but I just wanted you to know why I 
couldn’t give you the date. 

Mr. Harpy. All right, you don’t have your record here on that. I 
wouldn’t expect you to try to be too specific from memory. 

Mr. Mansure. You see, we have around 30 filing cabinets here. 
1f there is any data you want we will get it for you immediately. 

Mr. Harpy. You asain it with you? 


Mr. Mansvure. Yes; they are all there. We have one policy in our 
agency, that we will give you any information you request. 


Mr. Harpy. There is one other thing in this general connection: 
A little earlier some question was raised about whether you brought 
with you transcriptions of telephone conversations, and { batiers you 
testified—my recollection is you testified that you didn’t keep those 
memoranda, and that you didn’t make transcriptions unless they were 
from Members of Congress. 

Mr. Mansvure. No; what I said was there that unless they were 
matters that Members of Congress recalled us about that we have to 
follow up, then we make a record. 

Mr. Harpy, Wouldn’t you have to follow this up if a Member of 
Congress called you about it? 

Mr. Mansvre. I would; yes. 

Mr. Harpy. Did you have very many calls from Members of Con- 

ress ? 
. Mr. Mansvre. I had calls from many Members of Congress. As 
« matter of fact, Senator Symington called me and he said—— 

Mr. Harpy. I wasn’t going to ask you for specific names. 

Mr. Mansure. Well, he was very angry when he called me on the 
phone and he said what kind of double-dealing is Merritt-Chapman, 
Scott getting? Isaid “Senator, none.” He said 

Mr. Harpy. Well, if we are going to get names, let us get a few 
more. 

Did Republican Congressmen call you ? 

Mr. Mansure. Yes. 

Mr. Harpy. Democratic Congressmen ? 

Mr. Mansvure. I had calls from a number of people. 
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Mr. Harpy. Were you specifically asked to get Merritt-Chapman & 
Scott into thing by Leonard Hall? 

Mr. Mansurs. That is a very good question. I certainly was not. 

Mr. Harpy. Did Leonard Hall ever talk to you about this? 

Mr. Mansure. The only time Hall talked to me about this was 
we took the list of the 5 or 6 firms we were considering and asked 
them or asked the chairman, the judge, if there was any matters 
against, that they knew, that any of these firms were not qualified, 
not on a political basis generally, and the comment that he made to 
me was this, substantially—I don’t know the exact words. He said 
is this Merritt-Chapman the same firm that Mr. Wolfson is head of 
that also operates the Capital Transit System? And I said “Yes, 
I believe it is.” I don’t know what his position is but I believe his 
position is chairman of the board. I said that he has never entered 
into the negotiations of this operation, to my knowledge his interest 
is strictly financial. I have never talked to any representative of 
Wolfson in any way whatsoever except the officials of Merritt-Chap- 
man & Scott, and those were 2 or 3 at the most that I have talked 
with, 

Mr. Harpy. How many conversations did you have with Leonard 
Hall about this; just the one? 

Mr. Mansvure. That conversation, yes. 

Mr. Harpy. That is the only one? 

Mr. Mansvre. Yes, except the time when I was there when Cramer 
called on him. 

Mr. Harpy. When Cramer called on Leonard Hall? 

Mr. Mansure. Yes, and he wanted to sell his wares, his qualifica- 
tions, as a contractor. 

Mr. Harpy. Well, Cramer has testified that you thought he was 
mighty poor in his public relations. 

Mr. Mansvure. That is correct. 

Mr. Harpy. Particularly his acquaintance with Members of Con- 
gress and politicians. Did you make the appointment with Leonard 
Hall for him ? 

Mr. Mansvre. No, I will tell you how that came about. I hadn’t 
thought about it until you asked me. 

‘ a apie I also want to find out whether you went to see Paul 
sutler ¢ 

Mr. Mansure. Who? 

Mr. Harpy. I don’t want this thing to be partisan at all. 

Mr. Mansvure. Let us get one question answered at a time. Mr. 
Cremer was very much exercised and justly so about getting this 
contract. I think he worked harder on it than any man I know, and 
he certainly worked harder on it than any other contractor that was 
involved. He was in my office, and he said “I am not getting a fair 
opportunity on this contract.” I said “What do you mean?” “Well,” 
he said, “I had a lot. of people that I thought were going to recommend 
us, and none of them are doing anything for me.” Well, I said, 
“That is right, Randall, frankly, if you want the truth I don’t think 
you have a friend in Washington.” He said “What do you mean 
by that?” I said “Nobody seems to know your company other than 
by name. Nobody is working for you, whereas all of the other com- 
panies have many people who are recommending them and pushing 





132 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


them.” And I said “As a matter of fact, I am going over to see Judge 
Mall right now and if you like to you can come along with me. I 
have to first call him and ask if it is all right to bring you over.” 

I called, and he said “I will see anybody.” And I brought him over. 

Mr. Harpy. And he was the chairman of the Republican committee? 

Mr. Mansovre. Yes, and the conversation was that Cramer tried to 
sell his wares, their company, and that was the whole discussion. 

Mr. Harpy. What kind of success did he have? 

Mr. Mansvre. At that time I would say that he didn’t make too 
much of an impression. 

Mr. Harpy. Was that before or after the previous conversation, the 
enn that you testified to previously that you had with Mr. 
Tall ¢ 

Mr. Mansvure. No, that was after: This was when he boiled the 
number of firms down to about 5 or 6. You see, out of the 60 firms 
originally then as I explained that dropped down to about half, and 
then we came down to 5 or 6 firms that were qualified. I believe there 
were five, and they were all very large firms for this particular type 
of construction. Now, I don’t want to say or imply that some of the 
firms that we dropped were not excellent contractors, but they were 
contractors that would build a building like a large office building, 
or build a factory for one of the big motor companies. 

Mr. Harpy. Mr. Wilder testified the other day there were only 
four firms. 

Mr. Mansvure. Then that is right, whatever he testified to. 

Mr. Brooks. Mr. Hardy, you have no further questions at that 
point ? 

Mr. Harpy. That is right. 

Mr. Reuss. Would Mr. Hardy yield at this point ? 

Mr. Brooks. Certainly, Mr. Reuss, go a 

Mr. Reuss. I think you have stated that the statement attributed 
to you by Saturday’s Washington Post that practical politics dictates 
that matters like brokerage contracts should go to people who have 
helped the administration is substantially your philosophy. 

Mr. Mansvre. I said had gone. 

Mr. Reuss. What was the idea of sending Mr. Cramer over to see 
Judge Hall? What did you have in mind? 

Mr. Mansvre. I didn’t send him over. He accompanied me to sell 
his company. 

Mr. Reuss. What was the idea behind that? 

Mr. Mansvre. Out of courtesy to Mr. Cramer. I wanted to give 
everyone a fair chance who wanted to talk about this. I wanted to 
be completely openminded on it. 

Mr. Reuss. Did you suggest Judge Hall would be a good person 
to talk to? ' : 

Mr. Mansvre. I explained to him that he didn’t have a friend in 
Washington, as far as I could find out, and then as I just said I had 
an appointment with Mr. Hall, and I said “I haven’t heard a thing 
from anybody.” F called and asked if I could bring him over. He 
said yes, bring him along. It was as simple as that. There was 
nothing involved. The whole thing happened in a few minutes. | 

Mr. Reuss. I suppose Mr. Hall’s job is the same as his opposite 
number, Mr. Butler, the Democratic chairman? 

Mr. Mansure. I would say so. 
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Mr. Reuss. And that job includes raising money for the Republican 
Party ? 

Mr. Mansvre. I would think so. 

Mr. Reuss. And doing all other necessary things necessary to get 
Republicans elected just as Mr. Butler does everything necessary to 
get Democrats elected ; is that about your understanding of his duties? 

Mr. Mansvre. Yes, sir. 

Mr. Reuss. Then what did you have in mind when you allowed 
Mr. Cremer to accompany you on this visit to Chairman Hall? What 
did you think they were going to discuss? 

Mr. Mansvure. There were no silicitations for funds, sir. I had 
nothing in mind other than the fact that Mr. Cremer felt that he was 
going to lose this contract. 

Mr. Reuss. Were you present during the entire conference between 
Mr. Cremer and Mr. Hall? 

Mr. Mansure. Yes. The conference didn’t last more than 15 
minutes. 

Mr. Reuss. And you say there was no solicitation of funds at that 
conference ? 

Mr. Mansvure. There wasn’t even any discussion of anything like 
that. You see, you must bear in mind that these contractors had not 
been selected. That was our responsibility and you couldn’t carry 
on a discussion like that. Cremer was just trying to sell his company 
and that is how it came up that I said first of all to Mr. Cremer, “ Your 
firm does one of the poorest selling jobs I have ever come across.” 
He said, “What do you mean by that?” Then I said, “Public 
relations.” 

Mr. Reuss. Isn’t the really important thing for you in determining 
whether or not to give this contract to Mr. Cremer’s company or to 
some other company, whether he is a competent and honest contractor 
able to do the job? 

Mr. Mansvure. Completely. 

Mr. Reuss. I can’t understand what Leonard Hall, the chairman 
of 1 of 2 major political parties, has to do with that and whether 
his observation on whether Mr. Cremer’s company is a competent, 
honest company affects your judgment. 

Mr. Mansvre. It doesn’t affect my judgment, but I don’t know of 
any more controversial operation than this was when we were selecting 
the contractor because every contractor of any size in the United 
States felt they should have the job and we had to pick from this mass 
of people the 2 that we felt, and I say 2 because I had my mind made 
up from the beginning we were going to have 2 contractors on the job 
and there were some of these people whose qualifications were so good 
you just hated to turn them down, but they simply had not done a 
construction job like this. 

Now, they had done tremendous construction jobs. They had built 
dams. They had built big factories. They had built huge office 
buildings, but this was a different type of operation, so everybody 
wanted to have someone help them peddle their papers in the ver- 
nacular of the street, and I don’t know why Mr. Cremer wanted to 
get some help, what his thinking was. I know why he wanted to 
get the contract. I don’t know why Merritt-Chapman didn’t come 
down, and all of the rest of the people insist upon seeing the chair- 
man. They didn’t, thank goodness, because I would have been thrown 
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out if I had asked for that. It was purely a matter of courtesy. The 
chairman took no part whatever in the selection of these contractors. 
The only thing we asked the chairman about was we covered every 
one that we could possibly cover for the integrity of these people, 
both financially a their ability to get the job done. That is the 
only thing we were interested in, because we knew from the very 
beginning this was going to be in a goldfish bowl. We knew there 
would be a spotlight underneath it and on top of it. 

Mr. Reuss. You don’t know whether Merritt-Chapman and Scott 
were in to see Mr. Hall independently of you? 

Mr. Mansure. I haven’t any knowledge whatsoever. They never 
referred to that. 

Mr. Reuss. Did you ask Mr. Cremer to go along with you when you 
went to see any consulting engineers on the question of whether Cre 
mer’s company was a competent and honest firm ? 

Mr. Mansvre. I didn’t ask Mr. Cremer to go along with me at any 
time. He wanted to know if he could ae me and I was gra- 
cious enough to do all that I could because at that time it was very 
questionable who was going to get these contracts. Our minds weren't 
made up. He was under the impression he was going to be left out. 

Mr. Reuss. Did you go with Mr. Cremer to any firm of engineers 
to determine in a three-way conference whether Mr. Cremer and his 
firm were competent and honest contractors capable of doing the best 
possible job for the Government? 

Mr. Mansvre. Mr. Congressman, I just find that Mr, Cremer felt 
that the Republican National Committee was against his company. 
That was probably the reason why he felt he would like to talk to 
Judge Hall and I think that the judge convinced him that the com- 
mittee was in no way interfering with the selection of their company, 
and furthermore, Judge Hall told him that they were taking no part, 
either directly or indirectly, and that is why I say that the conversa- 
— was rather unsatisfactory because he didn’t get any help from the 
judge. 

Mr. Revss. Mr. Reporter, will you read the question back, please? 

(Question read.) 

Mr. Mansvre. No; I didn’t go with any contractor to any of our 
consulting engineers, All of those negotiations were carried on di- 
rectly between them and the Government. 

Mr. Reuss. But you did go with this prospective contractor to the 
chairman of the National Republican Committee ? 

Mr. Mansvre. Yes. 

Mr. Reuss. And will you tell me how Judge Hall 

Mr. Mansvre. I didn’t go with him. I took him along with me. I 
don’t want to be technical, but I just want you to understand that this 
was courtesy and he just rode along on the train. 

Mr. Reuss. How is Chairman Hall of the Republican National Com- 
mittee qualified to judge on the integrity and professional ability of 
a proposed contractor with the GSA? 

Mr. Mansvure. There again you have misunderstood me. We asked 
Judge Hall as well as many people, including the Department of Jus- 
tice, for any information whatsoever regarding these four contractors 
that we had boiled the list down to. It was just a searching expedi- 
tion which we carried on all over. We talked to Members of Congress, 
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we talked to anyone that we felt might be able to give us some informa- 
tion, and the only comment that Judge Hall art 4 was, as I said, that 
the Merritt-Chapman people asked about the chairman of the board 
and then he ended up, = said, “I know nothing for or against any of 
eon people.” He said, “I don’t even know them so I can’t tell you 
anything.’ 

Mr. Reuss. Well, did you expect that Judge Hall would have any 
knowledge as to the professional competence and integrity of the con- 
struction firm ? 

Mr. Mansore. I wasn’t talking about the technical competence. I 
was talking about the general reputation of the people. 

Mr. Reuss. Well, did you expect Judge Hall would have any knowl- 
edge of the general reputation in the field of Mr. Cremer’s firm, as 
opposed to whether they were in a political state of grace, which is 
quite another thing ? 

Mr. Mansure. Yes, sir; I did. I am going to be very frank as long 
as you have asked the question. There are some firms that have the 
reputation and the accepted reputation of getting business on political 
contacts, and I wanted to make sure that there could never be a charge 
that any one of these firms that we selected were getting this business 
on the basis of political contacts, so I wanted to know whether anybody 
had an in here or there or any place else and I was doing that for my 
own protection. 

Mr. Reuss. But you just testified a few minutes ago that Balmer 
was awarded the brokerage contract worth many thousands of dollars 
on the basis of political contact. 

Mr. Mansvure. Well, now we haven’t gotten to that. I will answer 


any of those questions, but I want to take them in continuity because 
that is an entireiy different thing. 

Mr. Reuss. We covered that a moment ago. I would like to have 
you answer it right now. Wasn’t that your testimony ? 

Mr. Mansvure. No; that wasn’t the testimony on that. I would like 
you to repeat that question to me. 


Mr. Reuss. I said you have gre me the impression rjght here this 


morning that Mr. Balmer had gotten the brokerage contract on the 
workmen’s compensation insurance on the basis of political contacts. 

Mr. Mansvre. No; I didn’t make that statement, nor was it my 
intention to infer that. If you would like to get on at this point to 
that, Mr. Chairman 

Mr. Brooxs. I had intended 

Mr. Youncer. Are we going to adjourn now # 

Mr. Brooxs. Do you want to adjourn now? 

Mr. Youncer, Yes, this sort of thing can go on forever. We have 
a session of Caan. 

Mr. Harpy. This has been quite interesting. 

Mr. Youncer. I think we ought to determine when we are going to 
adjourn and when we are going to meet again. 

Mr. Brooks. You would like to decide that question now, Mr. 
Younger ? 

Mr. Youncer. Yes. We have reached the point where I think we 
should do that before we get into another roundrobin. 

Mr. Brooxs. Well, we have a continued line of questioning here that 
is not essentially a roundrobin, and I would hope that we could work 
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until shortly after 12 and recess then until 1:30 and come back and 
try to finish with Mr. Mansure today. 

Mr. Youncer. Does the committee have approval to sit during the 
debate ? 

Mr. Brooxs. The Government Operations Committee does without 
special authorization from Congress. 

Mr. Youncer. Let’s just set a time. 

Mr. Brooxs. I would hope we could work until shortly after noon. 

Mr. Youncer. What is shortly 10, 15 minutes? 

Mr. Brooks. Any time between 12:01 and 12: 59. 

Mr. Younger. I have an appointment at the office at 12. 

Mr. Brooks. You want to adjourn at 12. 

Mr. Younger. As for me, lam going anyway. I just want to know 
when the committee is going to adjourn. 

Mr. Brooxs. We may join you at that time. 

To get back to the subject at hand: On August 3 before the Joint 
Committee on Defense Production, you said: 


Mr. MANsurE. Mr. Chairman, I am glad you asked that question because at 
least a dozen people have said they have GSA in their pocket. No one has GSA 
in their pocket and no one has Mansure in their pocket. I have known Mr. 
Balmer politically since the early 1930's. I have seen quite a bit of him and seen 
him quite often since 1950, but our operations in the GSA, we are very proud of 
them. We keep all of our activities on the top of the table so we can stand the 
closest scrutiny anyone wants to give to the things that we are doing. We 
eannot control what people say about us. 


That was essentially your statement at that time; is that right? 

Mr. Mansure. Yes, Mr. Chairman. 

Mr. Brooks. Then again on page 206 of those hearings there is a 
discussion about the tie bidders and Senator Capehart said: 


Senator CAPEHART. He maintains here that this Mr. Balmer, the Chicago 
fellow, was given the insurance business, is that correct? 

Mr. MANnsvureE. That is not correct. We would like to give you the facts very 
quickly on the letting of the insurance. 

Mr. PINKLEY. The workmen’s compensation insurance in Cuba which is the 
only one that requires any money, is required by Cuban law. No insurance com- 
pany can write insurance in Cuba except Cuban companies and subsidiaries of 
American companies who have been specially licensed to do business in Cuba. 
We prepare the standard for the insurance, setting forth the amounts of the in- 
surance, the limits of liability, and the general instructions to buyers. We name 
no insurance companies and no insurance brokers. Bids were taken; five bids 
were received. In Cuba, workmen’s compensation premium rates are established 
by law. There can be no competition for the business. However, in return 
for the premium the insurance company has to agree to take care of or to provide 
hospital and medical services for al compensation cases. Normally, they do that 
with a local private hospital where the job is going on and there are no private 
hospitals adjacent to Nicaro.’ Therefore, we make arrangments to use our own 
hospital facilities. 

Chairman Brown. Which one did you accept? 

Mr. PINKLEY. We accepted the one with 45 percent. One of them was the 
subsidiary of an English company who have now and are carrying the work- 
men’s compensation. That is a material risk. There are 1,940 employees covered 
by that policy. We did not feel it was a good policy to have all our egges in one 
basket. We therefore selected the other company. 


Then down further, Senator Capehart asked— 
Is Balmer then in the insurance business? 


And Mr. Pinkley said— 


Balmer is not in the insurance business as an insurance company. The first 
I heard of him was when a gentleman came to see Mr. Mansure on the insurance 
business. That was Irwin Shafer. 





B: 
the | 

M 
M: 
first 
peor 
tion. 
then 
phas 
tions 
cont 
seals 

M 


Nov 
the 

M 
dor 
M 


We « 
tract 


I 07 
M 
M 


Se 
busir 
Mr 
who 
Se 
with 
Mr 
insur 
we a 
a cou 
a big 
Mr 
and ] 
is a 
been 
on us 
Mike 
minu 
Natio 
Phat 
Mi 
Mi 


Mr. 
thing 
discu: 
Mr. S 
good, 
suran 
entire 


Is th 
Mi 
Mi 


Cha 
pany? 
Mr. 
the or 
Lead | 





ind 


the 


out 


On. 


LOW 


int 


at 
SA 
Mr. 
seen 
d of 
the 
We 


ma 


is a 


Pago 
very 


the 
-0Om- 
s of 
uba. 
e in- 
ame 
bids 
shed 
turn 
vide 
that 
vate 
own 


the 
‘ork- 
ered 
one 


first 
ance 


137 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Balmer & Moore registered in Illinois as insurance brokers in 1954. Is that 
the same Balmer mentioned in this article? 

Mr. Mansure. Yes, the same Mr. Balmer. 

Senator CAPEHART. Why do you organize a separate company? 

Mr. MANsvure. I don’t know about his being in the insurance business. The 
first I knew about this was when I read in this article. We had a number of 
people call on us regarding not only the insurance, but all phases of this opera- 
tion. We have a standard procedure. We treat everybody alike. We give 
them a courteous reception and refer them to the individual familiar with that 
phase of the operation. However, on all this bidding this is done through Na- 
tional Lead, our operators. We do negotiate or handle the bid on any of these 
contracts, the insurance contract the same as any other contract. Those were 
sealed bids, is that right? 

Mr. PINKLEY. That is right. 

Now, Mr. Mansure, was that the substance of your testimony before 
the joint comunittee / 

Mr. Mansvure. Yes, but, Mr. Chairman, you said we do handle. We 
do not handle. I did not hear that. 

Mr. Brooks. It is printed in here. It says— 


We do negotiate or handle the bid on any of these contracts, the insurance con- 
tract the same as any other contract. 


Do you mean we do or do not? 
Mr. Mansvre. Do not. 
Mr. Brooxs. Fine. Then here Senator Capehart says: 


Senator CAPEHART. It is not clear to me how Balmer, if not in the insurance 
business, got into this at all as an insurance man. 

Mr. PINKtEY. Most insurance is written by the insurance carrier, the man 
who accepts the risk. Most of the policies are handled through a broker. 

Senator CAPEHART. But Balmer organized a brokerage company in May 1954 
with a man by the name of Moore. 

Mr. PINKLEY. Brokerage fees are paid by the insurance company, not by the 
insured. We don’t know how much brokerage fees are paid. The insurance 
we accepted was with a company called La Alianza. They are insured through 
a company in Philadelphia. The Insurance Company of North America carries 
a big part of their insurance. 

Mr. MANSuURE. I want to say we have had no dealings with the firm of Balmer 
and Moore, or whatever the name of the firm is. We don’t even know that there 
is a firm like that in existence. If there has been any negotiations that has 
been through the principals. The principals bid on this. They have not called 
on us. The only person who called on us was Edwin Shafer, whom we know as 
Mike Shafer, when he came in to see me, his conversation with me was for a few 
minutes. We turned him over to Colonel Pinkley and he turned him over to the 
National Lead people. 


That is in substance what you said at that time ? 
Mr. Mansure. That is correct, Mr. Chairman. 
Mr. Brooks (reading) : 


Mr. PINKLEY. Yes. Later, the other agent revisited Mansure telling him the 
thing is pretty good. Insurance, Mansure says, is a byproduct of policy. That 
discussion happened at a time I was on the way-out of the office to a meeting. 
Mr. Shafer came in. Whatever expression he used, if he said it looked pretty 
good, it merely meant he was making headway on the progress with the in- 
surance. I said, “Fine” and walked out of the door. That is the extent of the 
entire conversation. 


Is that the gist of what you told that committee? 

Mr. Mansvure. That is correct; yes. 

Mr. Brooks (reading) : 

Chairman Brown. Did that company get any advantage over any other com- 
pany? 

Mr. Mansure. They were 15 percent lower than any other company except 


the one company that had the insurance on the operating part which National 
Lead decided against to place the insurance in it. 
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Is that the gist of what your statement was there? 
Mr. Mansvre. That is correct. 
Mr. Brooxs. Now, on page 217 of that hearing, as follows: 


Mr. MANsvRE. Pressure was brought by local companies on the Minister of 
Labor in Cuba. He discussed it with me on the second Saturday evening I was 
in Cuba. His approach was that the insurance company belonged to the insur- 
ance company and not the insured. The experience is the record of the injuries 
of the employees. The Minister of Labor of Cuba ruled against that with a 
statement that this was the first time he ever heard of the experience factor 
belonging to the insurance company, that it belongs naturally in all cases to the 
one who is insured. 

Senator CapeHart. What did Mr. Balmer have to do, if anything, with the 
whole nickel situation in Cuba? 

Mr. MANsvurRE. Not at all. This statement, where it says “Another avenue 
to Mansure that Merritt-Chapan & Scott had” is just a lot of wishful thinking. 
These negotiations were carried on with the National Lead people and approved 
by the Government. There is nobody that has an avenue in GSA except we try 
to make it easy for everybody to do business with the Government. You have 
all received a copy of our little pamphlet, Open the Door to Selling to Govern- 
ment. In that it goes about telling exactly how to obtain a contract with the 
Government. We are quite proud of the fact that we have competely eliminated 
any influence peddling in GSA. 


Mr. Brooks. Is that the gist of your testimony ? 

Mr. Mansvre. That is correct, yes. 

Mr. Brooxs. On page 228 of that same testimony, and this is from 
the “Analytic Refutation” of Fortune, 1955, article, on GSA; in 


there it says: 


Mr. MAnsvure. The only correct statement attributed to me is the one where 
I said I admire Bill Balmer as a friend. I wish we had a dozen Bill Balmers 
in Chicago. He did more for the election of President Eisenhower in Illinois 
than any other individual. His political activities during 1952 are a matter 
of record, and I am proud to have been a part of those political activities be- 
cause, in turn, they helped to further a great revival, and gave our company a 
new hope. 

The wetter states in the words of a mutual acquaintance who has discussed 
GSA with a number of men, “Balmer has GSA in his pocket.” For all I know 
this claim may have been made by somebody as it usually is about any depart- 
ment or agency head, but the claim is a lie. No one has ever delivered Mansure 
for the simple reason that I have no price. I did state as the author states on 
this page that I came to Washington clean as a hound’s tooth. The writer 
failed to complete the statement which ended, and I intend to leave the same way. 


On the next page we go on with the latter part of this column under 
the heading of “A Byproduct,” which refers to the insurance business 
and hrekerage fee which was explained in detail on Monday, August 
1, which was before the subcommittee of the House Appropriations 
Committee. 

Mr, Mansure. Here, again, there was sealed bidding. GSA neither took 
influenee nor made recommendations on the bid. It went to the low bidder at 
15 percent saving for the Gavernment. The whole transaction is completely 
documented here and in Cuba. If the writer had told the whole story it would 
have covered how one insurance company tried desperately to retain this 
business, even going to the Cuban Minister of Labor, and was turned down. 
I still do not know if there is a Balmer and Moore interest in this insurance. 
If there is they have saved the Government money, which is commendable. 
The facts are there was a desire on the part of some interested companies 
to negotiate this business, and we said it would be on a sealed-bid basis or 


nothing. 

Is that the gist of your testimony ? 

Mr. Mansvre. Right; yes, sir. 

Mr. Brooxs. Now, at this point, Mr. Younger, we have some gen- 
eral questions and a few letters that I think should go into the record 
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and should lay out pretty clearly just what happened on the insurance 
and joint venture partnership contract in Cuba and if you have an 
appointment at 12 it might be, if the committee would like to, that we 





of ' could all adjourn now and come back at 1:30. 
_ Would that be your desire or would you rather work for another 
oa 30 minutes? 
Ww Mr. Rrexstman. How much more time do you intend to take, with 
tor Mr. Mansure? 
me Mr. Brooxs. I would hope we could finish in another hour. We 
he have some general questions that we have never gone into on just 
exactly what transpired. 

ue Mr. Rreutman. If you are starting on a new avenue of questions, 
mi and it is going to continue for an hour or an hour and a half, which 
Py no one can predict, wouldn’t it be better to adjourn and come back 
ve at 1:30; that would give us a chance to hear part of the message on 
ra the budget ? 
~ Mr. Harpy. That is all right, to be back at 1:30. 
| Mr. Brooxs. Does that suit you all? 

Fine, we will recess until 1:30. 

(Whereupon, at 12:05 p. m., a recess was taken until 1:30 p. m. 
ee of the same day.) 
a AFTERNOON SESSION 

The subcommittee met, pursuant to adjournment, at 1:30 p. m., 
re in room 346, Old House Office Building, Hon. Jack Brooks (chairman 
a of the subcommittee) presiding. 
or Present: Representatives Brooks, Dawson, Moss, Hardy, Reuss, 
Ne- Riehlman, and Younger. 
a Also present: Vernon McDaniel, staff director; and William E. 
ad Townsley, subcommittee counsel. 
Ww Mr. Brooks. I would like to bring the subcommittee to order. We 
rt- have a quorum present and I am sure the rest will join us very 
re shortly. 
“ Thank you, Mr. Mansure, for being back so promptly and pleasant- 
y. ly. I would like to ask you now briefly about this one short issue 
- on the Laramie problem that we discussed last year. I’m using as 
ad an outline part of the Fortune article we’ve discussed. You recall 


3t that in March of 1954, the GSA began to dispose of a surplus alu- 
mina plant built during the war at Laramie, Wyo., at a cost of $16 


™ million. The procedure was over 16 months. The initial bidding 
was set inordinately low by poor business tactics. GSA first called 

ic for bids and got three. It took none. 

: And later, after negotiating with Monolith Company of Los An- 

d geles, GSA decided to sell it to them for $1,100,000. GSA informed 

is one of the other bidders, Ideal Cement Company of Denver, that its 

a. bid was to be rejected. Ideal raised its bid to $1,200,000, and GSA 

? decided to take that bid. 

8 Then a subcommittee investigated and ordered Mansure to take an- 

rr other bid. Reluctantly, he did so. Whatever happened it is clear 


that GSA did get $173,000 more for the plant than it was willing 
to take before the Brooks subcommittee acted. Now is that essen- 
tially what happened on that particular sale of public property ? 

Mr. Mansvure. Mr. Chairman, with one reservation, I think you 
misunderstood my position when it was said that we reluctantly did 
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it. The only reluctance we had was to let a buyer get away from us. 
The circumstances as outlined are what occurred. We are very grati- 
fied that that increase in money was obtained. 

Mr. Brooxs. You went into that sale with the committee on appro- 
priations, the subcommittee, and that business of reluctantly was 
questioned, you said that was not the case at all. 

I know this subcommittee had very definitely asked you to con- 
sider these additional bids. This I know, and they had not done so. 
Why, I didn’t quite understand, but you all felt that you had to sell 
it for the $1,200,000. Later, as a result of our hearing and this entire 
subcommittee’s activities, you did put it up for sale again and ac- 
cepted an additional bid that gave a net increase in the bid received 
by the Government of $173,000. 

I just wanted to get that straight because I thought there was some 
misunderstanding. 

Mr. Mansvre. No, just the attitude, that is what I had reference to, 
not the transaction. 

Mr. Brooks. Well, when the original sale was reported to us, you 
and the GSA was proposing at that time to conclude that sale, were 
you not? 

Mr. Mansvure. Yes, that is what we proposed at the time. 

Mr. Brooks. At $1,200,000? 

Mr. Mansvre. That is right. 

Mr. Brooxs. The sale was just about concluded. 

Mr. Mansure. Yes. 

Mr. Brooks. Now, sir, I would like to ask you some questions about 
this insurance matter, which I am sure you are familiar with. When 
did you first learn of the insurance interest of the Godoy-Sayan people 
out of New York? 

Mr. Mansure. Well, to answer the question truthfully, I never did 
learn of it because I wasn’t familiar with the companies or their 
names that were bidding. I heard from time to time that companies 
were bidding, but they were never clear in my mind and I couldn’t say 
when I first heard them. 

Mr. Brooks. But when you were in Chicago, from May 13 to May 
16 of 1954, did you discuss with anyone the formation of the Balmer- 
Moore insurance agency which was formed, I understand, about 1 
week later ? 

Mr. Mansvre. No, I did not. As a matter of fact, I don’t remem- 
ber whether I was there at that time or not. I did not discuss the 
formation of it because it was a surprise to me, and furthermore I 
wasn’t interested in that phase of it at all. 

Mr. Brooks. Did you suggest to Mr. Cremer that Balmer and Moore 
should be designated broker for the Nicaro expansion insurance ? 

Mr. Mansvre. That is a very important point there, because I 
don’t think Mr. Cremer had any intention of confusing the commit- 
tee, but he testified that on July 16 I had discussed with him the 
Balmer Moore Co. Now I will state the facts and the committee can 
draw their conclusions. In the first place, I had just returned to 
Washington after almost a 8-week trip in the field, and I had covered 
everything from Denver back through Kansas City on that trip, 
including a large operation that we have at Henderson, Nev. I 
traveled over the 4th of July weekend and at that time there was a 


very severe heat wave that had been all over the Midwest, and I had 
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been in Kansas City the previous 2 days and I wasn’t feeling too good 
after the pressure of the trip, plus the weather conditions. 

I was very much pressed for time when Mr. Cremer came in and I 
set up the point with him, because he called me almost daily on this 
trip advocating the merits of their company. He came down from 
New York City and he discussed—as a matter of fact, I don’t recall 
exactly what the meeting was all about, other than the fact that he still 
was trying to convince us that their company should have this business. 

Now I want the committee to bear in mind that we did not close our 
contracts—I want to get this exact date—until August 19. Now this 
meeting which he speaks of was July 16. I cer tainly, in the first place, 
would not have discussed with a company that I did not know whether 
they were going to be awarded the contract or a part of the contract, 
or any of the contract. 

In the second place, I didn’t have the time, nor did I feel physically 
up to discussing anything other than just what he wanted to talk to 
me about. 

Now what I think has happened is that a series of subsequent events 
has either run through his mind or is in his record about this thing, and 
the question hasn’t been asked, but it is going to be asked, so I want 
to answer it right now—it came up in his question, well, why did we 
have such a hard time selling our company on this job, and it goes 
back to the same thing, that it is just a question of salesmanship ‘and 
public relations, and at that time there was a reference made to the 
insurance brokerage. 

How the reference came up, I dont’ know. I told him at the time, as 
I testified already this morning, that I would like to see the brokerage 
go to a midwestern firm. I m: ade no mention of any firm. 

As a matter of fact, I did not know that this firm was in existence 
or was going to be in existence. Now the way Mr. Balmer’s name 
—- into the thing, the next question that was ‘asked me was: Well, 
whodo you recommend? Isaid I don’t recommend anybody. 

Mr. Cremer said the only brokers we know are the brokers in Cuba 
and our brokerage firm in New York City. Well, I said they have the 
firm in New York City. They have got some pretty good business 
from you. The Cuban brokers get pretty good business. Why don’t 
you spread i it around a little bit ? 

Then is when Mr. “gases Ss name came in, and he wanted to have a 
suggestion. I said, “I wouldn’t know the names of the firms to sug- 
gest.” Isaid, “Mr. Balmer is thoroughly conversant with Midw estern 
insurance brokerage firms. You can talk to him about it.” He said, 
“Well, I would like to write them a letter.” 

Now that is where this misunderstanding came about, my sending 
Mr. Balmer to see him. I merely told Mr. “Cremer that to write Mr. 
Balmer a letter wouldn't mean athing. In the first place, he wouldn’t 
even know who he was. In the second place, he would never answer 
the letter. 

I said, “Sometime when he is in New York”—it was as casual as 
that—“I will ask him to call you.” That was the whole thing. There 
was nothing more nor less to the thing. Now, for me to have recom- 
mended a firm I didn’t even know was in existence in the first place is 
ridiculous. In the second place, I wouldn’t be that stupid to recom- 
mend a specific firm. Then the question was asked me at subsequent 
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times whether I was pleased that they got the business. Certainly I 
would be pleased if someone I knew got it. 

That is a perfectly obvious answer. Now let me go one step further. 
I am talking now about July and August 1954. Now I am talking 
about February or March. I am not sure of the dates, 1955, but some- 
time after Mr. Shafer came by to see us on this insurance, how to go 
about getting it. Mr. Balmer was in Washington. He made no point 
but he came into the office late one afternoon. Work was pretty well 
along the way and we sat down and talked and ran the Government 
for a few minutes. 

Then he said to me, “Is it going to be any embarrassment to you 
if we bid on the insurance business?” I said, “What do you mean, 
‘if we bid on the insurance’ ?” 

He said, “Well, we have an insurance brokerage firm and we would 
like to bid on the business.” I said, “Mr. Balmer, anybody that wants 
to can bid on Government business.” I said, “It isn’t going to be 
any embarrassment to me. I have no interest in your firm.” ‘That is 
the whole story on it. 

Now, I can’t make it any more simple than that. But there is a 
great difference in these dates. I wanted to bring that out so you would 
understand the circumstances of events. 

Mr. Brooxs. Did you tell Mr. Cremer that you would send Mr. 
Balmer around to see him? 

Mr. Mansvure. No; because I said, “when Mr. Balmer is in New 
York, I will ask him to call you.” But Mr. Balmer will be here to 
testify, and I don’t say this in any critical way at all, but you can’t 
send Mr. Balmer any place. If he wants to call someone, he will do it. 
If he doesn’t he won’t do it. 

Mr. Brooks. I am not proposing to send him anywhere. 

Mr. Mansure. No, but I just wanted to bring out that I have no 
control over Mr. Balmer. 

Mr. Brooxs. Did you ever tell Mr. Balmer, Mr. Moore, or Mr. 
Shafer that you had mentioned Mr. Balmer to Mr. Cremer in connec- 
tion with this brokerage fee ? 

Mr. Mansure. No; Mr. Moore didn’t come into this at all. That 
was something entirely new about Moore. I said to Mr. Balmer, 
“When you are in New York will you give Mr, Cremer a phone call! 
He wants to talk to you regarding insurance brokers.” 

Mr. Brooks. Now, I wonder i? ou would read into the record the 
memos of September 16, 1954, aiitl September 17, 1954, from Colonel 
Pinkley, to yourself? These copies are now available. They are 
right here. 

Mr. Mansure. This is a memo of September 16 from the chairman 
of the Nickel Graphite Committee to the Administrator. It is signed 
by Mr. Pinkley. 

Mr. Brooxs. Would you please read it? 

Mr. Mansvre. All right. 

Attached is a copy of the insurance requirements prepared to cover the Nicaro 
expansion project. This outlines the amounts of limits of coverage required 
in the normal building procedure followed by our contractors in obtaining bids 
on required coverages. In Cuba all workmen’s compensation covers the same 
rates which are established by the Government, the only competition being in 
the form of rebates allowed by the carrier for the use of our hospital facilities. 
Under the operating contract this rebate amounts to 71 percent of the total 


premium. Forty five percent of this amount is allowed to the docor for operating 
the hospital. 
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It would be entirely practical to place the insurance with an American broker 
through either a Cuban insurance company or a Cuban subsidiary of an American 
company. It would be necessary to utilize a company authorized to do business 
in Cuba. While there are approximately 10 Cuban insurance companies only 
about 3 of these are considered strong enough financially to carry this type of 
coverage. It is normal practice for such companies to sublet or reinsure a con- 
siderable portion of their risk in major companies either in the United States 
or England, such as Maryland Casualty or Lloyds of London. It would be rather 
difficult for two or more insurance companies to attempt to use the same hospital 
services due to the inability to appropriate their respective liabilities. However, 
this is a highly desirable phase. I am sure that I can work out a procedure 
with the contractor for one or more companies to cover— 


and this is blurred here— 


specific area of the work. In order that we may be covered pending the obtaining 
of definitive insurance policies I have authorized National Lead to place tentative 
binders for 30 days, but have not specified any particular company. Undoubtedly 
this will be done by Snare-Merritt under Lead’s authorization. I have definitely 
cautioned them, however, against making any commitments of any kind for the 
definite coverage. As soon as Mr. Cramer returns I believe it would be well 
for us to go into this with him personally. 


Now, the next letter is that of September 17. It is the same thing, 
Colonel Pinkley, chairman of the Nickel Graphite Committee: 

Supplementing my memo of September 16, I believe the following will be of 
interest: The operators’ insurance and bonds of Nicaro are presently spread 
among 8 companies; of these 2 are Cuban and 6 American companies; 2 other 
companies carry Cuban Nickel Co. insurance. The gross premium cost for 
workmen’s compensation insurance under the Nickel contract is approximately 
$100,000. The rebate of Nickel Processing Corp. is about $70,000. Of this 
the hospital contractor will get about $45,000, leaving a saving to the Govern- 
ment of approximately $25,000. Under the previous plant operation the hospital 
operation resulted in an average yearly loss of $55,000. Last year there was 
actually a profit of $10,000 due to the insurance rebate on our hospitalization 
plan. Maryland Casualty has 4 policies for $270,000 coverage. Other American 
companies are Aetna, Commercial Insurance Co., Logue Indemnity, Commercial 
Casualty Co., and Standard Bonding Co. The Cuban companies are El Globo 
and Cubana de Fianza. 

Mr. Brooks. Were those two memos addressed to you, sir, in reply 
to an inquiry you had sent Colonel Pinkley ? 

_ Mr. Mansvre. I think they were just general procedure to keep me 
informed. 

Mr. Brooks. Did you ever forward to any member of the Balmer 
& Moore group any of the information contained in those two memo- 
randums? 

Mr. Mansvure. Not to my knowledge, I didn’t. 

Mr. Brooxs. I would like to introduce in evidence at this point the 
original bid for the insurance which is dated here, Habana, Cuba, 
October 2, 1954. You might check it to identify it. 

I would like to introduce it just to be sure that it is accurate. 

Mr. Extiorr. Just give me a moment. 

Mr. Brooxs. Did you discuss at any time with any member of 
the Balmer & Moore firm performance and insurance bonds on the 
Nicaro project ? 

Mr. Mansore. Not other than I explained this morning. I thought 
their interest was in the performance bond. 

Mr. Brooxs. Had you known anyone whom you knew to be an 
agent for the National Fire Insurance Company of Hartford ? 

Mr. Mansvre. Do I know anyone? 

Mr. Brooxs. Whom you knew to be an agent of that particular 
organization. 
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Mr. Mansvre. I didn’t know they were agents, if they were. 

Mr. Brooks. In regard to the first bids on the expansion insurance 
on Nicaro project, did you ever express to Colonel Pinkley an interest 
in the participation of a National Insurance Co., either as a bidder or 
as a reinsurer ¢ 

Mr. Mansvure. No, I asked 

Mr. Brooks. The answer was what? 

Mr. Mansure. No—yes, I asked him no, the National Surety Co., 
I didn’t know the name. 

Mr. Brooks. I didn’t quite understand the answer. Would you 
rephrase it, sir? 

Mr. Mansvre. I asked him to clarify the name of an insurance 
company because the name did not mean anything tome. What I was 
trying to find out was whether they were on the Government-approved 
list as an insurance company. You see, the Treasury Department 
makes up a list of some 150 or 200 companies that are approved from a 
financial standpoint, and I asked him who this company was, and 
if they were on the Government-approved list. 

Mr. Brooxs. I would like to read into evidence at this point, No 
vember 16, 1954, a letter to the administrator 

Mr. Mansure. Mr. Chairman, they tell me that National Surety 
phoned and asked for permission to bid on the performance bond. 
That was it. So was my inquiry whether they were on the list? 

My inquiry of Mr. Pinkley was is this company on the Government- 
approved list? That is what I was trying to straighten out because | 
didn't know the company by name. I might have heard the name, 
but it didn’t mean anything to me. 

(The contract above referred to, dated October 2, 1954, is as fol- 
lows :) 

HABANA, CuBA, October 2, 1954. 


Dear Sirs: We hereby take pleasure in announcing to you that the United 
States Government, through its official agency, the General Services Adminis- 
tration, has awarded to the National Lead Co. the contracting for the expansion 
of the nickel plant located at Nicaro, Lengua de Pajaro, Province of Oriente, 
Cuba, at a cost of approximately $43 million. 

National Lead Co., by means of a subcontract, has selected for the execution 
of this expansion project the firms Frederick Snare Corp. and Merritt-Chapman 
& Scott de Cuba, 8. A., who will carry out the work as a joint venture under the 
name of Snare-Merritt, with offices at Pasco de Marti No. 358, in Habana, and 
right at the job site in Nicaro, Province of Oriente. 

We have estimated that the total outlay for workmen’s wages and monthly 
salaries of administrative, supervisory and office personnel in connection with 
this project will amount to approximately $12 million, distributed as follows: 


Diwect, silarion. OG FOE ve cciecitin cen pe engie nw cohen nukes eens $10, 000, 000 
Salaries for supervision of work (Nicaro)--...._______ ieee. oa avn 833, 000 
Administration and office salaries (Nicaro) 525, C00 
Administration and office salaries (Habana) . 50, 000 


12, 000, 000 


The work to be accomplished on this project includes, in general, everything of 
the order of industrial plant construction, with all accessory and complementary 
facilities, such as power, lighting, water supply, housing, roads, warehouses 
and deposits, shops, port works, railroad and maritime transportation, building 
and structural work, such as steel, concrete, masonry, wood, etc. ; the installation 
of all types of machinery and equipment, (electric, steam, oil-burning, etc.) : 
piping and ducts for electricity, water, steam, fuel oil, compressed air, chemical 
products, etc., and whatever other works and operations may be required within 
the scope of the project. 
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As additional information which we believe of interest to you, we wish to 
inform you that at the present time there is a modern hospital at Nicaro in 
full operation, owned by the United States Government, which is properly 
equipped and with competent medical, clinical and surgical personnel. This hos- 
pital is functioning in the form of a private concession, under the direction of 
Dr. Guillermo Dumois, and is taking care of all the local needs of Lengua de 
Pajaro, including the workmen and employees of the company that operates the 
Nicaro nickel plant. Possibly, this hospital could render similar services to the 
principal contractor and to the subcontractors in connection with the expansion 
program and attend to the clinical cases that might arise among the workmen 
and employees of these companies motivated by occupational diseases, work 
accidents, nonoccupational and endemic diseases. 

Complementing the above, we also wish to inform you that during the execu- 
tion of this expansion project all works will be organized and performed under 
strict supervision as regards working conditions of the personnel and the 
prevention of accidents in line with modern practices in use. 

Snare-Merritt is interested in covering with proper insurance the activities 
connected with the expansion of the Nicaro nickel plant, with such coverages 
as are required by the laws of Cuba. Therefore, in consideration of the good 
reputation and standing of your company in the general insurance field, we 
hereby take pleasure in extending you our invitation to tender your proposal 
and conditions for an insurance undertaking with coverage against the following 
types of risks, in connection with the expansion project in question: 

1. Statutory workmen’s compensation insurance with occupational diseases 
covering all employees of Snare-Merritt in Cuba in accordance with the Cuban 
Workmen’s Compensation Act; also employers’ liability in Cuba with limits 
of $100,000 to $300,000. 

2. Statutory workmen’s compensation including occupational diseases under 
the Longshoremen’s & Harbor Workers’ Compensation Act or the Workmen’s 
Compensation Act of the employee's home State, whichever is applicable, in- 
cluding employees’ liability with limits of $100,000 and $300,000, covering all 
citizens of the United States employed by Snare-Merritt in Cuba. 

3. Comprehensive bodily injury liability, with limits of $100,000/300,000, in- 
cluding the operation of motor vehicles covering all, operations of Snare-Mer- 
ritt in Cuba, including also motor vehicle property damage liability with a limit 
of $25,000: also general property damage liability with limits of $100,000 per 
accident and an aggregate limit of $300,000. 

From the property damage cover, the care, custody and control and water- 
craft exclusions to be deleted. 

The general conditions governing this bidding and basic instructions therefor, 
are as follows: 

(A) The proposals of the insurance companies shall be made in writing and 
delivered in a closed and sealed envelope at the office of Snare-Merritt, Paseo 
de Marti No. 358, altos, in Havana, precisely at 11 a. m., on the 21st day of 
October 1954. The envelope should be addressed to Snare-Merritt, Paseo de 
Marti No. 358, altos, La Habana, and should carry a notation on its front in- 
dicating that it contains a proposal for insurance coverage on the expansion 
project of the Nicaro nickel plant. 

(B) The representatives of the bidding insurance companies, shall present 
themselves in person, on equal terms, with their respective proposal envelopes, 
on the date and at the hour above mentioned, at which precise moment the ad- 
mission of proposals will be closed. Immediately thereafter all the proposal 
envelopes received will be deposited in a common envelope which will be duly 
closed and sealed and forwarded by registered mail to the office of Snare- 
Merritt in New York, located at 74 Trinity Place, New York 6, N. Y., with a 
notation. on its front indicating that it contains the proposals for insurance 
coverage on the expansion project of the Nicaro nickel plant. The entire pro- 
cedure just described will take place in the presence of the insurance companies’ 
representatives. Upon its receipt by the office of Snare-Merritt in New York, 
said envelope will be forwarded, intact, with a letter of transmittal, to the prin- 
cipal contractor, National Lead Co., 111 Broadway, New York 6, N. Y., for due 
Study and comparison of the proposals received, and the resulting selection and 
recommendation of the most favorable proposal, based on which Snare-Merritt 
will proceed to award the insurance contract in question. 

(C) All the proposals presented by the insurance companies shall contain the 
following information, in writing: 

1. Attach the latest financial statement of insurance company. 
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2. Specify clearly whether the bidder will undertake the insurance directly 
or intends to pact “reinsurance” with some other company. In the latter case 
the reinsuring company must be a North American concern and the bidder should 
give its name and address and should submit the latest financial statement of 
said reinsurer. 

38. The bidders shall describe their experience during the past fifteen years, 
listing the policies issued by them covering risks of the types mentioned above, 
both in Cuba and abroad, in connection with projects or operations similar in 
type and magnitude to the expansion project of the Nicaro nickel plant. 

4. The National Lead Co. reserves the right to award the insurance policies 
in question to 1 or more of the bidders, indistinctly, or to award the 3 coverages 
to 1 single bidder. Complementing the foregoing, it is also understood that the 
National Lead Co. also reserves the right to reject any or all bids and to award 
the contract to any other bidder if found to be in the best interest of the United 
States Government Likewise, Snare-Merritt reserves the right to designate its 
own broker or brokers. 

5. In addition to the data requested above, the bidders may submit whatever 
other information they may deem opportune to support their proposals. 

6. Other factors that will be taken into consideration for the purposes of the 
award are: (a) technical experience and service record of the bidder; (b) 
record of integrity in the development of bidder’s business; and, (¢c) express 
knowledge of the problems and conditions inherent to Nicaro. 

7. The suggestion is offered to the bidders to send a representative to Nicaro, 
during the period between the receipt by them of this invitiation and the date for 
presentation of the proposals (October 21, 1954), to study and familiarize him- 
self with local conditions, existing facilities, and the form of operation of the 
Nicaro hospital. 

8. The present invitation will be delivered to each insurance company the 
same day, by hand. It will be sent in original and one copy with the object that 
the copy be returned to us, also by hand, duly stamped as received with the 
official stamp of the insurance company and signed by a responsible official of 
same, indicating clearly his name and position. 

9. The official proposal of each bidder shall be presented in original and two 
copies, in English and Spanish, and should necessarily be signed by a duly 
authorized representative of the bidder. 

We believe that the basic points of this request for bids have been explained 
clearly. However, should you require additional information or detail please 
send your request to: Mr. , Snare-Merritt, Paseo de Marti No. 358, altos, 
Havana. 

In extending to you this invitation to participate in this bidding, we take 
this opportunity to remain, 

Yours very truly, 
Sn are-Merrirt. 


Mr. Brooxs. On November 16,1954, to the administrator from the 
chairman of the Nickel-Graphite Committee: 


Insurance under the Nicara expansion project: While I was at lunch today, 
the proposals covering workmen’s compensation and liability insurance were 
received. I reviewed them briefly to ascertain which companies were bidding 
and the companies through which they proposed to place insurance. Attached 
is a résumé of my review. National Lead assures me that no contract had been 
awarded for any of the insurance requirements other than to place 60-day binders 
to provide coverage during selection of the definitive insurance companies. Very 
definitely instructed both National Lead and Snare-Merritt that no commitments 
of any kind are to be made pending approval by the Government. Find no refer- 
ence to any National Insurance Co. in the business. Have not had time to 
analyze the actual proposals, but will inform you as soon as I have this informa- 
tion. 


This particular memo lists companies which submitted bids the 
second time, which is substantially the same, and the companies are 
basically the C. F. Coley, Leboy, ies of Habana, and the Inter- 
national Underwriters Corporation of New York, representing var- 
ious companies. 
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Now, sir, within the past 2 years, have you discussed with any one 
whom you had reason to believe was an agent or employee of the In- 
surance Company of North America ? 

Mr. Mansure. Not to my knowledge I didn’t. 

Mr. Brooxs. When did you first discuss the insurance expansion 
with a member of the Balmer & Moore firm ? 

Mr. Mansure. Well, I couldn‘t give you a definite date because it 
was of so little interest to me that I can’t recall. The first that I knew 
as I said this morning that they were interested in this was when Mr. 
Shafer came to my office in January. 

Now, whether any general discussions before that, if there were any, 
they were just purely conversation. That was the first time that I 
had any realization that there was a firm that was interested in this 
business. Then I didn’t know. Shafer just walked into the office and 
told me that they wanted to figure on the insurance business. 

Mr. Harpy. Mr. Chairman, 

Mr. Brooks. Pardon me, Mr. Hardy, yes, sir. 

Mr. Harpy. On that point, there is a little conflict between that 
testimony and testimony that was given Friday that I think Mr. Man- 
sure ought toclear up. We had quotations from notes of Mr. Mansure 
with respect to Balmer and Moore’s interest and Shafer’s interest. 
Mr. Mansure is quoted as saying in this transcription that Mr. Balmer 
requested an appointment for Mr. Shafer. 

Mr. Mansvure. That is right. That was on January 24. That is 
what I introduced this morning. 

Mr. Harpy. I understood you didn’t talk to Mr. Balmer prior to 
the time Mr. Shafer showed up in your office. That is what I wanted 
to get straight. 

Mr. Mansure. I don’t follow your question. Would you ask the 
question again, please ? 

Mr. Harpy. The point that I am trying to make is I had under- 
stood from your testimony that you didn’t know that he was coming 
until he showed up at your office. 

Mr. Mansure. That is correct. I want to correct that. I had known 
Mr. Shafer in Chicago. I didn’t know when they said that Mr. Shafer 
wanted to see me, I didn’t have any connection in my mind whatsoever 
as to who Mr. Shafer was. 

Mr. Harpy. Mr. Chairman, I will read a quotation attributed to 
Mr. Mansure about that: “Balmer asked me to give this man an inter- 
view on the insurance.” Mr. Solo said, “That would have been Mr. 
Shafer?” Mr. Mansure is quoted as saying, “Yes, Mike Shafer came 
to see me and I turned him over to Pinkley.” 

“Did you know Shafer before?” “I may have known Shafer over 
a period of time. I recall I never had any transactions with him.” 

Mr. Mansure. Correct. 

Mr. Harpy. “Balmer sent him to see me.” Then a question was 
asked : “Do you know who got the brokerage?” And you said, “I do 
not know. I didn’t get into insurance at all. The first thing I knew 
about that insurance was when I was in Habana, a man called me. 
Shafer came in to see me a couple of times. The first time I sent him 
to see Pinkley. The second time I saw him for a couple of minutes 
at eT Te said, ‘It looks like he is making his,’ and I said, “That 
is good. 
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Is that substantially correct? 

Mr. Mansure. Yes. 

Mr. Harpy. I just want to be sure the record is clear on this. Mr. 
Balmer previously talked to you for the purpose of making appoint- 
ment for Mr. Shafer to come down? 

Mr. Mansvre. No, let’s get this right now. Mr. Shafer appeared on 
whatever date I gave you this morning, on January 24, and I had a 
phone call which said, “Mr. Shafer, of Chicago, wants to see you.” I 
said, “No, I can’t see him. I am leaving the office right now.” Then 
the next statement on the call was that Mr. Balmer had sent him and 
he wanted to make inquiry about insurance, that it was that immediate 
moment that that came up. 

Mr. Harpy. No, the ae point where I see a conflict, Mr. Mansure, 
which I was trying to clear up, is in the first contract with Mr. Shafer 
on this subject of insurance. 

Mr. Mansvure. That is right, he came in cold. 

Mr. Harpy. Well, that is contrary to the quotation attributed to 
you. 

Mr. Mansvure. Well, that is the way it happened. I had no more 
idea he was coming in the office than you did. 

Mr. Harpy. You are quoted in two places saying “Balmer sent him 
to see me.” 

Mr. Mansvure. That is right. So I talked to him for 2 or 3 minutes. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Brooxs. Thank you, Mr. Hardy. 

Mr. Mansvure. Mr. Shafer said that in our office when he came into 
the office, that Mr. Balmer sent him in. 

Mr. Brooks. In fact, Mr. Balmer had not talked to you about it? 

Mr. Mansure. No, I didn’t even know they were coming in on this. 
He came down and he came in. I think the thing to do is to find out 
from Mr. Shafer just exactly how he came in to see me. 

Mr. Harpy. Mr. Chairman, I don’t want to belabor the point, but 
I did think the record ought to be consistent and it still isn’t consistent 
because the statement is made in here you knew he was with Balmer & 
Moore and you said, “Oh, yes, Balmer sent him to see me.” 

Mr. Mansvre. That is correct, Congressman Hardy, but you see 
this was an interview that was in May 1955, last year, which was an 
interview after all this had happened in January and February. That 
was correct. I did not know that then. I am talking about what I 
knew about that. 

Mr. Harpy. In this thing you said, “Balmer asked me to give this 
man an interview on insurance.” 

Mr. Mansure. That is correct, but Shafer said that. I want to get 
that straight. Balmer hadn’t asked me to give him an interview. 

Mr. Harpy. That is the point I think the record ought to be clear 
on. 

Mr. Mansvre. Congressman, I didn’t know Shafer had any con- 
nection in the least with Mr. Balmer until he came in on January 24, 
absolutely cold, without an appointment or anything, he walked into 
the office. 

Mr. Harpy. That is all. 

Mr. Brooxs. Did you know after you talked to Mr. Shafer that 
Mr. Balmer was associated with him in this insurance? 
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Mr. Mansvure. No, [ didn’t get a chance to. All I knew was the 
statement Mr. Balmer had sent him in. I didn’t get a chance to go 
into it with Mr. Shafer at that time. Mr. Pinkley just gave him 
regular procedure for bidding on this insurance. At that time, as I 
said before, it was always confused in my mind. I never associated 
this with the compensation insurance at all. I thought they were talk- 
ing about a performance bond. I had the two of them confused. I 
was talking about the performance bond and later on I found what 
they were actually talking about was compensation insurance. 

As I explained this morning, it had always been my experience that 
compensation was handled by the contractor. It is their employees. 
Naturally they would handle it. 

Mr. Brooks. As I recall, I don’t have the quotation right here, be- 
fore the other two committees where you testified, you indicated that 
you didn’t know that Balmer was in the insurance business and I am 
wondering at what date you did find out that he was in this insurance 
business ? 

Mr. Mansvre. The first inclination I had of it was the call on 
January 21. I didn’t even know definitely then, but I just sort of 
wondered about it then. 

Mr. Brooks. You just sort of wondered about it at that time Mr. 
Shafer came in? 

Mr. Mansvre. That is right. 

Mr. Brooxs. When did you actually know that he was associated 
in this insurance brokerage with Balmer ? 

Mr. Mansvre. I am not sure of the date, but it was subsequent to 
Shafer’s second call. Mr. Balmer came in to the office and said, “We 
would like to bid on the insurance. Would it embarrass you?” And 
that is what I just testified to. I said, “Anybody can bid.” 

Mr. Brooxs. What was the date, roughly ? 

Mr. Mansvre. I don’t know. Maybe Mr. Balmer knows when he 
was east. It was some time after February 4, but I don’t know 
whether it was a month or 2 months. As I say, it may seem strange 
to the committee, but this insurance thing meant so little to me that I 
didn’ even feel—I mean the insurance was important, but as far as 
who had it was incidental. 

Mr. Brooks. It was absolutely incidental, but you have made several 
statements, Mr. Mansure, that you were slightly concerned with get- 
ting a broker who wasn’t from the east coast and wasn’t from New 
York, so it must have been more than incidental. 

Mr. Mansure. I am speaking about Mr. Balmer because I didn’t 
know at that time that Mr. Balmer had the slightest interest in insur- 
ance, that he even wanted to have the insurance. 

Mr. Brooxs. Would you read into the record and look over yourself 
this letter from Mr. Pinkley to Mr. Shafer, dated February 10, 1955? 

Mr. Mansvure. February 10, to Mr. Shafer, signed by Mr. Pinkley, 
as chairman of the Nickel-Graphite Committee: 

We are returning the copies of the proposal and related material enclosed 
with Senor Godoy’s letter— 


I can’t say his first name— 


of the 8d, addressed to Snare-Merritt, Havanna, which you left Mr. Mansure for 
your files. The various bids received by Snare-Merritt, Havanna, were for- 
warded unopened to their New York office where they were opened in the pres- 
ence of representatives of Snare-Merritt, National Lead Co., and GSA. We have 
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insisted on this method of assuring fair and impartial consideration of each pro- 
posal. As soon as these bids have been analyzed, they will be forwarded to 
this office, with the recommendations of the concern’s sub and prime contractors. 

I shall, of course, discuss them with Mr. Mansure before any award is ap- 
proved. The award will be made by Snare-Merritt. We note that the proposal 
provides no coverage for the comprehensive public liability, automobile liability, 
or other supplemental coverages requested by the invitation to bid. It is assumed 
that these coverages were included in the submittal to Snare-Merritt. 

You will be informed of the results of the bidding as soon as the analysis is 
completed. I shall inform you personally about this. Sincerely yours. 

Mr. Brooxs. Would you just restate briefly your conversation with 
Mr. a at that meeting where he apparently left you a copy of 
this bid 

Mr. Mansvure. No, he didn’t leave any copy of bid with me. 

Mr. Brooxs. What? I don’t understand. It says, “We are re- 
turning the copy of proposals and related material enclosed with Senor 
Godoy’s letter of the 30th addressed to Snare-Merritt, Havanna, which 
you left Mr. Mansure for your files.” 

Did he leave those with you or is this just an error Mr. Pinkley 
made? 

Mr. Mansurs. What happened on that was he didn’t have an ap- 
pointment with me and he again only had a chance to talk with me for 
a couple of minutes. He left this at our secretary’s desk. I never 
even looked at it. They automatically sent it to Mr. Pinkley and 
they sent it on to him. 

Mr. Brooxs. You did talk with him, though, at that time? You 
didn’t look over the contract at all or whatever the documents were? 

Mr. Mansure. I didn’t have 1 minute to look at anything. There 
were some papers left there and they were sent over in the regular 
routine way. I don’t even know what was in the envelope that was 
left. 

Mr. Brooks. It points out that the award would be made by Snare- 
Merritt. 

Mr. Mansvre. That is right. 

Mr. Brooxs. I wonder if you personally discussed the bids on this 
second invitation before an award was made. 

Mr. Mansure. You mean of all the bids? 

Mr. Brooks. Yes. 

Mr. Mansvre. I discussed it with Colonel Pinkley. We always do 
that. We review all bids. The Government always reserves the right 
to reject bids regardless of whether we have a subcontractor or not. 

Mr. Brooxs. And you examined all of this bids? 

Mr. Mansvre. No; I didn’t examine it, but I discussed it. I didn’t 
examine any of the bids personally. 

Mr. Brooks. You did have an analysis made of it ? 

Mr. Mansvre. Oh, yes; and a report on them. 

Mr. Brooxs. When you were in Chicago from March 15 to March 
17, 1955, did you discuss then insurance with any member of the 
Balmer & Moore firm? 

Mr. Mansvre. I did not. I spent the time at the office and made a 
talk. I was there from one day through the next and left and went 
to Battle Creek. I didn’t have any discussion of insurance at all at 
the time. 

Mr. Brooxs. This is an intricate question. It is a little involved, 
and I think the committee would be interested in it since we share 
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your interest in trying to economize and save the Government money 
whenever we can. 

After the second bids on the expansion insurance were submitted on 
February 3, 1955, were any of the bids revised in any way so as to be 
more favorable to the Government ! 

Mr. Mansure. I will have to ask Mr. Pinkley because I haven’t the 
slightest idea. 

Mr. Brooxs. You can discuss it with him and answer whatever you 
feel is the right answer. 

Mr. Mansvure. Could Mr. Pinkley say, because I didn’t even get in 
on it. I don’t know. 

Mr. Brooks. I thought you told me you had gone over an analysis 
of these bids. 

Mr. Mansvure. Well, that wasn’t in that part of it. I just discussed 
it generally, not in detail. 

Mr. Brooxs. Well, you will remember that one of the companies 
had said that they had a 1624 experience rating that they could allow 
as an additional rebate to the Golenadiett. Do you remember the 
discussion about that? One of them maintained that this 1624 was 
their prerogative and that they would give it to the construction 
project. 

Mr. Mansvre. That is right, but it was not their prerogative. 

Mr. Brooks. They insisted it was only their prerogative that no 
one else could do it. 

Mr. Mansvre. It belongs to the insured, not the insurer. It belongs 
to the one who gets the insurance; not gives it. 

Mr. Brooxs. That is right. 

Mr. Mansvre. That is generally accepted insurance practice. 

Mr. Brooxs. And you all had that adjusted in Cuba? 

Mr. Mansvure. Yes. But we had to get a ruling from the Minister 
of Labor to get that adjustment to back us up on it. 

Mr. Brooxs. So you got them to back you up ? 

Mr. Mansvre. That is right. 

Mr. Brooxs. Then you amended the other bids so that the other 
insurance companies bid that? 

Mr. Mansure. That is right. 

Mr. Brooxs. And you got it set up to where this allocation of a 
1624 additional experience rating went to all of the companies that 
were bidding? 

Mr. Mansvre. That is correct. I didn’t follow your question to 
begin with. 

Mr. Brooks. So they changed all of the bids and amended them 
so that they could all qualify for that as they would in the United 
States f 

Mr. Mansvure. But they all had the same opportunity to amend 
their bids on that basis. They didn’t take that into consideration. 
That was clear across the board. 

Mr. Brooxs. Now, what I want to ask is this, and I am sure you 
kept up with this, or I would hope so: When this Difianza—I will 
spell it because my Spanish isn’t very good—D-i-f-i-a-n-z-a— 
countered with an offer the day before the award was made on April 
50, 1955, they offered to make their rebate 50 percent, which offer 
was declined on the grounds that no revision could be accepted after 
February 3, 1955. Do you see what the question is, sir? 
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Mr. Mansvre. Mr. Chairman, give me what those dates are because 
Friday or Saturday is the controlling factor in that. The 29th was 
what, Friday ? 

Mr. Brooxs. The 29th is the day they submitted the bid with the 
additional 5-percent rebate to the United States Government. 

Mr. Mansvre. I think those are the dates, but it doesn’t make any 
difference. The original revision was due to the fact that the insur- 
ance companies did not understand their right, as to the experience 
factor they had. We didn’t revise the bids. We merely corrected 
them so they would all be the same. 

Now, the other date you gave there, whatever the date was, was 
when I was in Habanna and when this one broker insisted upon 
seeing me. The Ambassador said he felt it would be best from the 
standpoint of relations between the companies to grant him an inter- 
view. So I said I will see him either at the Embassy or in the 
residence. 

He came in that Saturday morning. That was the 29th or 30th, 
whichever it was, of April, at 9:30, and I talked with him about this 
until 10 o’clock. His proposal was first of all he started off and said 
“T can’t understand how these companies can bid so low. On my 
original proposal I am not making any money on it.” Then he 
went on and got very excited about it and he said, “If you will throw 
the bids out I will give a 50 percent rebate instead of the 45 percent 
rebate.” 

Now, in the first place, I have no authority to throw the bids out 
In the second place, when a person tells me they don’t make any 
money on the thing to begin with, and their bid was 35 percent rebate 
and then they tell me they can give a 50 percent rebate, I don’t have 
much confidence in that type of business negotiations. 

That was the thing the President of Cuba was concerned about, 
because as the Minister of Labor said, “If you throw these bids out, 
there will be no confidence in sealed bidding in this country at all.” 
I said, “I am not even thinking of throwing the bids out. I have no 
legal authority to throw the bids out.” That is what all the discus- 
sion was about when I was down there on this insurance thing. 
Somebody had told them that I was down there to throw out the 
bids and to allow this firm to come in afterward. Now, that is bidding 
after the fact. 

The other change was merely a change of error of the ground rules 
in the bidding. 

Mr. Brooks. I just wondered if it was such a casual interest if that 
was the main purpose of your trip to Havana. 

Mr. Mansvre. My trip to Havana was to review the operation of 
Nicaro. I was only in Havana the 2 days, Saturday and Sida 2 
left Monday for Nicaro and was there the entire week. I am tafking 
about the insurance thing. There were many discussions about the 
labor relations, the tax law and all of those things. I spent an hour 
with the President that evening discussing these things, just the two 
of us. 

Mr. Brooks. He was interested in the insurance problem? Did he 
make some comment on it ? 

Mr. Mansure. No, he just wanted me to see his Minister of Labor 
that we wouldn’t throw these bids out. They were exercised that we 
not throw these out. His interest was only to Jet me know he had 
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no personal interest. in the insurance whatever because his name had 
been used in this insurance. He wanted me to understand that there 
was no influence on the part of the Cuban Government whatsoever 
as to the insurance on this operation. 

Mr. Brooxs. But he did not want you to accept another bid, to 
throw out the other bids? 

Mr. Mansvure. No, the Minister of Labor was very emphatic about 
that. 

Mr. Brooks. The 5 percent on that $250,000, had you accepted that 
bid or taken that bid and opened it up again to others, would have 
been a minimum saving of $12,500. 

Mr. Mansure. I don’t know whether the United States can horse- 
trade that way. First of all, you can’t do it legally. In other words, 
there would never be a bid made that the disgruntled bidder couldn’t 
say, “Well, I will bid lower after all of the bids are in.” You can’t 
do business on that basis. 

Mr. Brooxs. Yet we had accepted an amendment on the 16% 
percent. 

Mr. Mansvure. That is entirely different. That was a misunder- 
standing by other bidders that they didn’t realize that the experi- 
ence factor belonged to the insured. 

Mr. Brooks. Well, I would like at this time then to read into the 
record a letter from Havana, Cuba, January 15, 1954, to Colonel Pink- 
ley, Nickel and Graphite Committee, GSA, Washington 25, D. C. 


DEAR COLONEL PINKLEY: By all odds, the leading figure in the Cuban in- 
surance business is Henry Godoy, a gentleman of high pr nciple and “reat bril- 
liance. He has been phenomenally successful in the past 15 years and built up 
an insurance empire here, relatively speaking, which occupies the leading posi- 
tion in the business. Godoy Soyan represents 2 American, 2 British, 1 Canadian, 
and 3 of the largest Cuban companies. My partner is secretary of one of the 
Cuban companies. Yesterday, Mr. Godoy telephoned me to say he would like 
to see me regarding the possibility of getting some of the Nftaro insurance. I 
had misgivings as to whether I could be of any help because as a matter of policy 
over the years we have never supported a competitor for Nicaro business. We 
have never gone boyond answering inquiries addressed to us in Washington. 

As micht be expected from Mr. Godoy, however, his visit this morning produced 
a sugvestion which is interesting indeed. I am sure that I wonld be tailing in 
my duty if I did not report it to you. Mr. Godoy's various companies utilize the 
services of a number of law firms other than our own. One is the Buffet Godoy, 
the head of which is now Minister of Justice under the Republic. The other is 
the office of Perez Benitor Lemark, chief of which, Perez Benitor, is President 
satista’s son in-law. Dr. Nonez Lasor is secretary of one of Godoy’s strongest 
companies, La Alianza, which writes workmen’s compensation. All of these 
firms are well and favorably known to us. 

Mr. Godoy tells us that the workmen’s compensation coverage of nickel provess- 
ing expired December 31, that covera’e is now on a binder basis. His idea is that 
the decree 1234 of 1953 could be movified or officially interpreted so as to apply to 
the taxes affecting insurance premiums. 

As I recall we have a tax on premiums and other minor tax revenue stamps 
which in the aggrevate amount to about 10 percent of the insurance prem'um. 
Mr. Godoy says that if these taxes did not have to be paid, the annual premium on 
your workmen’s compensation alone could be reduced approximately $20,000. As 
the expansion program goes forward, the saving would be greater. 

If I remember correctly he told me that this idea of modifying or interpreting 
decree 1234 in this way originated with Dr. Perez Benitor, the Presid°nt’s son-in- 
law. Mr. Godoy says that one of his two secretaries and Dr. Perez Benitor will 
prohahly go to Washington in the near future to see you. In view of this, I will 
ask Dr. Mendad, our tax specinlist to make a study of this matter so we could 
Precisely determine what could be accomplished. All of this would, of course, 
apnly to other forms of insurance, fire, earthquake. ete. If we can obtain a 
substantial saving in the cost of the coverage besides taking a step which would 

748041—56——-11 
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be pleasing to the President Batista, probably produce goodwill by having our 
insurance handled by companies which are Cuban in fact as well as in name, the 
idea obviously has merit and warrants consideration. 

With kindest regards, 

Sincerely, 
Mario Lazo. 

First, would you identify for us who Mario Lazo is, if he is the GSA 
attorney in Habana or not? 

Mr. Mansvure. That is correct; yes. 

Mr. Brooks. Would you then give us an idea as to what action you 
took after Colonel Pinkley got this? 

Mr. Mansure. We are talking about two different things. This is 
not on the subject we have been discussing at all, the expansion. This 
is on our operational contract ; in other words, the mining of the nickel 
that you are talking about now. 

Mr. Brooks. The insurance on the operation. 

Mr. Mansurp. Yes; this is where we are actually running the plant. 
We were talking before about the expansion program. 

Mr. Brooks. Both are being done simultaneously, are they not, at 
the same general area of Nicaro, Cuba? 

Mr. Mansure. That is right. 

Mr. Brooks. Isn’t that one of the reasons why the operator is also 
the supervisory contractor ? 

Mr. Mansure. Yes, but we are talking about two different con- 
tractors. 

Mr. Brooks. At the same place, but both on insurance ? 

Mr. Mansvre. Yes. 

Mr. Brooks. Different contracts but both on insurance. 

Mr. Mansore. Yes. 

Mr. Brooks. In the same area ? 

Mr. Mansure. Yes; and we place them with different. companies 
for that reason. We have a division of risk. We have one company 
on the operational part and one company insuring us on the expansion 
program. 

Mr. Brooks. Both of them have insurance problems ? 

Mr. Mansure. Yes. 

Mr. Brooxs. The question is what did you ever do about this letter 
when it came in. Did you ever investigate this 10 percent saving? 

Mr. Mansvre. I will have to ask Mr. Pinkley. I didn’t have any- 
thing to do with it. 

Mr. Brooks. Mr. Pinkley didn’t discuss it with you previously ! 

Mr. Mansure. I don’t believe so. 

Mr. Brooks. Just the 10 percent savings he never discussed with 

ou? 

Mr. Mansure. We have a lot of things—I don’t want to say that, 
but we have a very large operation in GSA and the heads of our vari- 
ous departments have complete authority to act for me. They are 
supposed to make those decisions. I would like Mr. Pinkley to say 
just what he did on that. 

Mr. Brooks. On that particular issue, would you do that, then, 
Mr. Pinkley ? 

Mr. Pinkley, would you rise and raise your right hand. Do you 
swear the testimony you are about to give this committee will be the 
truth, the whole truth, and nothing but the truth, so help you, God! 

Mr. Pinxtry. I do. 
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TESTIMONY OF JAMES P. PINKLEY, DIRECTOR, NATIONAL 
INDUSTRIAL RESERVE DIVISION, GENERAL SERVICES ADMIN- 
ISTRATION 


Mr. Prnxtey. I discussed this matter with Dr. Lazo. As you will 
note, there is a borderline here between legal rebate of taxes. There 
is a 6 percent tax on insurance premiums. The Cuban law provides 
that these shall be paid by the insured, and it does not allow abate- 
ment of those taxes by the insurance company. At this very time we 
are under pressure somewhat from various angles of legal considera- 
tion with the Cuban Government. 

The question of our decree had been challenged by certain Cuban 
political people. The mayor of Myaria, I believe, is one of them. 

Mr. Mansvre. That is the city next to the plant. 

Mr. Prnxiey. The concensus of opinion was that it was not a re- 
duction of anything like the $20,000 which he says. The concensus 
of opinion was that it would not pay to jeopardize this decree which 
meant the saving of several million dollars a year, a great deal of 
money, because it meant all import duties and all normal taxes, to 
attempt to get this insurance tax covered within the scope of that 
decree. That decree did not include the insurance tax nor did it 
include quite a few benefit taxes that we are now paying. 

Mr. Brooks. Do you have a copy of that letter there before you? 

Mr. Prnxtey. Yes, sir. 

Mr. Brooks. And your lawyer said it would amount to about 10 
percent and would amount to about $20,000. You didn’t think it was 
quite that much. What did you finally do about that? 

Mr. Prxxtey. It amounted to 6 percent, actually. 

Mr. Brooxs. In money, what would that be? Ten percent is $12,000. 

Mr. Prnxtey. It would be around $6,000. Our premium rate was 
around $100,000 at that time. 

Mr. Brooks. Your lawyer was apparently pretty far off, then. 

Mr. Prnxey. I think he was saying what Mr. Godoy had told him. 
I don’t think that he checked. I don’t think he even knew what our 
total insurance premium was. 

Mr. Brooks. Why did you bring that letter, you thought it was an 
interesting letter ? 

Mr. Prnkuey. Sir? 

Mr. Brooxs. You thought that was an interesting document. Is 
that how you happened to have it with you ? ' 

Mr. Prnxtey. We have copies of all of the letters, all that the staff 
extracted. 

Mr. Brooxs. Well, thank you. 

Mr. Mansvure. I wanted to say one thing. I heard during the read- 
ing of this letter that counsel was only stating what was reported to 
him. Did he say there was actually a saving? He was reporting 
what was told. In other words, this was a supposition which we were 
not able to establish. 

Mr. Brooxs. When you were in Cuba, Mr. Mansure, in 1955, did you 
discuss the insurance with any representative of La Alianza ? 
ane Prngtey. Senor Maduros, who was the president of La 
Alianza 

Mr. Mansure. That was the only person I discussed it with. 
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Mr. Brooks. Was the award made to La Alianza while you were in 
Cuba? 

Mr. Mansure. The award was March 15. I was in Cuba the last 
of April. 

Mr. Brooks. I thought they accepted bids April 30. 

Mr. Pinxtey. Our approval to National Lead was, I believe, April 
15. It was April instead of March, sir, I am sorry. 

Mr. Brooks. The award was not April 30? 

Mr. Pinkxey. It was made effective April 30, 

Mr. Brooks. But you decided it prior to that? 

Mr. Mansvre. It was decided prior to that. 

Mr. Pinkiey. We approved those various bidders in letter dated 
April 15. 

Mr. Mansvre. But there was no other discussion besides that one 
individual with me on it. 

Mr. Brooxs. Now when Balmer & Moore were finally designated 
to receive two-thirds of the brokerage fee on the expansion insurance, 
Mr. Mansure, did you know whether or not the firm at that time were 
licensed brokers ? 

Mr. Mansvure. No;I did not. Asa matter of fact, I did not know 
until either Saturday or Friday, when they became licensed brokers. 

Mr. Brooks. Did you ever discuss with anyone the possibility of fee 
splitting as to the total brokerage fee? 

Mr. Mansvure. No; I had no discussion on that at all. That was 
something that came to me as news after all arrangements had been 
made. I had no discussions, no part of it, knew nothing about it. 

Mr. Brocxs. Did you ever discuss the expansion insurance with a 
J. P. Bonner, who was a former employee of National Lead, and as 
as active in their insurance work ? 

Mr. Mansure. Yes; he was assistant to Mr. Wildner. No; we 
didn’t discuss the insurance thing at all. That was the National Lead 
man, or Nickel Processing, a subsidiary of National Lead, I am sorry. 

Mr. Brocks. I see that you brought some information with you, 
some data on insurance brokers that you had on your form here. 

Mr. MAnsure. You asked me about that. That was when I first 
knew the dates, and so forth. 

Mr. Brooxs. William J. Balmer, who had a current license in Illi- 
nois, date of issue is May 6, 1954; was that a broker’s license? 

Mr. Mansvre. Well, we will have to have Mr. Shacklette. I don’t 
know one license from another. Mr. Shacklette, will you explain 
that, please? 

Mr. SHACKLETTE. Yes; that is a license from the State of Hilinois. 

Mr. Brooxs. What is your full name, for the reporter ? 

Mr. SuHackuette. Baron Shacklette. 

Mr. Brooxs. Would you raise your right hand? Do you swear 
the testimony you are about to give is the truth, the whole truth, and 
nothing but the truth? 

Mr. Suackterte. I do. 


TESTIMONY OF BARON SHACKLETTE, DIRECTOR, OFFICE OF COM- 
PLIANCE AND SECURITY, GENERAL SERVICES ADMINISTRATION 


Mr. Suacxtette. A special officer went to the State department of 
licenses in Chicago and obtained that information. Those are bro- 
kerage license dates that you see on that form. 
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Mr. Brooxs. Thank you. 

Mr. Mansure, do you know who received the other one-third of the 
brokerage fee ? 

Mr. Mansvre. I know the firm, but I couldn’t say the name. Mr. 
Pinkley can give you the name. 

Franca was the other firm. 

Mr. Brooks. On this brokerage business, do you know essentially 
what services are normally rendered by brokers? 

Mr. Mansure. No;I donot. Asa matter of fact, I couldn’t begin 
to tell you. 

Mr. Brooxs. Gentlemen, at this point I would like to read from 
March 17, 1953, a couple of letters here that I think are interesting. 
One is toa Mr. Howard Young, Deputy Administrator, DMPA, from 
Allan Bateman consultant; subject Nicaro Nickel: 


In my judgment, the present or reserve situation does not warrant immediate 
expansion of the Nicaro plant. Furthermore, there is doubt the existing 
process is the one that should eventually be used and it would, in my opinion, 
be unwise to make commitments now until research presently underway is 
completed and the proposed pilot plant tests have been made. 

I believe the equivalent amount of more metallic nickel instead of nickel 
oxide can be developed frem Canadian deposits more immediately than from the 
existing Nicaro deposits. 

Sincerely, Allan Bateman. 

Then June 1953, to the Commissioner of Public Buildings, from 
Irving Gumble; subject, Nicaro Nickel: 

I understand the Defense Materials Procurement Agency has not completed 
its nickel expansion program and is in a position to cffer a long-term Govern- 
ment contract for its production. I believe that an offering on that basis might 
bring forth several attractive bids. Sale of the plant under these circumstances 
would relieve the Government of the necessity of continuing the present opera- 
tions for a lengthy and indefinite period. 

The present method is at best an undesirable Government activity and subject 
to considerable criticism and subject to attack as illegal. By linking a sale with 
a procurement contract, the Government has considerable latitude of decision, 
since the more favorable the contract, the higher the value of the facilities. If 
this proposal seems to you to have merit, I would suggest that formal discussions 
be undertaken with DMPA to determine what the term of the contract might be, 
followed by talks with the present operator, and other interested parties to ascer- 
tain whether they would be interested in bidding for the plant. 


Mr. Mansvure. Mr. Chairman, could I answer the first part and have 
Mr. Elliott answer the second part? Those are opinions. At the time 
it looked like basic materials, like nickel and copper and aluminum 
and titanium, and everything, were going to be available for the needs 
of the country. 

The committee must bear in mind that GSA does not initiate any of 
these programs. We merely carry them out. The Department of De- 
fense advises the Office of Defense Mobilization what they estimate 
their needs are going to be for the defense of the country. When ODM 
makes the decision, the Office of Defense Mobilization, we get the in- 
structions from them, whether we expand a program, whether we cur- 
tail a program, or what we do with it. 

This decision was made by Defense and ODM, not by GSA. We 
merely carry out the decision. Now the opinion of both of these men by 
subsequent events has been proven wrong. Nickel, all basis metals, 
are in critical shortage of supply today, so of course there was more 
experience at that time because they had the opportunity of seeing 
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what was developing proved to be right in their opinion proved to be 
wrong. The legal phase I am not qualified to answer. 

Mr. Brooks. Mr. Bateman is still there with them ? 

Mr. Mansure. No; neither of the gentlemen are with us any more. 

Mr. Brooks. Now as to the second discussion on the legality of it, 
and so forth, you wanted Mr. Elliott to testify ? 

Mr. Mansvure. Or Mr. Elson, one or the other. 

Mr. Elliott. 

Mr. Exxiorr. Yes, sir. 

Mr. Brooxs. Mr. Elliott, will you be sworn and raise your right 
hand. Do you swear the testimony you are about to give this sub- 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Exxrort. I do, sir. 

Mr. Brooxs. Thank you. So everybody knows who you are, you 
are 

Mr. Erutorr. Max Elliott, General Counsel of the General Services 
Administration. 


TESTIMONY OF MAX ELLIOTT, GENERAL COUNSEL, GENERAL 
SERVICES ADMINISTRATION 


Mr. Exxiorr. Let me say that the answer to Mr. Gumble’s memo- 
randum which you just read, Mr. Gumble’s memorandum of June 1953, 
was answered on July 1, 1953, by the Commissioner of Public Build- 
ings. Both of these memoranda appear on page 134 of the report of 
the Joint Committee of Defense Production, Progress Report No. 33, 
of August 3, 1955, with reference to this. The answer given by the 
Commissioner of Public Buildings on July 1, 1953, to Mr. Gumble, 
salient to this point, was that prior to the discussion of amendatory let- 
ter No. 9, of Nickel Processing Corp., the Government contractor was 
obligated under its January 1951 letter agreement to submit to GSA 
an acceptable lease on Nicaro by, approximately, August 1, 1953. 

Likewise, the Government was obligated to consummate such an 
acceptable lease, if submitted. Pursuant to this obligation, the Mag- 
nesium-Nickei Committee, during December 1952, negotiated at length 
with the contractor, looking to the establishment of an acceptable 
lease basis. 

After mature consideration, the committee concluded with the then 
Administrator’s concurrence that while GSA and its contractor could 
easily reach an “acceptable lease basis” in the normal meaning of that 
phrase, that to do so would be adverse to the interests of the United 
States, because (a) such a lease would be substantially more expensive 
and costly to the United States, (5) the critical nickel situation might 
require the stockpiling of the entire Nicaro production; and (c) there 
was then a substantial probability that the Nicaro plant might be 
expanded with the attendant interference with production, and the 
chaotic effect of expansion on any lease arrangement which might be 
consummated. 

It should be noted that all of these reasons were extraneous to the 
original contract commitment between GSA and its contractor, NPC. 
In light of these factors, the then Administrator refused to consum- 
mate a lease with the contractor, but instead, executed and persuaded 
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the contractor to accept amendatory letter No. 9. The then Adminis- 
trator was Mr. Jess Larson; that is, the person to whom the term 
referred. 

Mr. Mansvre. It wasn’t our decision. 

Mr. Brooxs. Who was the Public Building Administrator then? 

Mr. Exxiorr. Mr. W. E. Reynolds was Commissioner of Public 
Buildings then, sir. Let me say, sir, that the amendatory letter No. 9 
contains a paragraph which, on its face, might be considered to give 
the present operator a prior right or first. refusal, if you will, to 
negotiate for a long-term lease on the facilities. 

Mr. Brooks. I would like to go into that a little later, after we finish 
with the Administrator. It is a very interesting question, one which 
confronts us and I know it confronts you, on the exact legal position 
that you are in with these contracts. 

Mr. Extiorr. It is a very ambiguous question, sir. I do not know 
the answer. We are getting briefs from ever rybody and we are going 
to submit it to the Attorney “General. 

Mr. Brooks. We, of course, are hopeful that we can establish the 
possibility that we have a free hand in it, and that they can open it 
up to lots of people, rather than be restricted to one bidder. 

Mr. Etxiorr. 1 am not prepared to express an opinion. It is so 
ambiguous, 6 of the attorneys in our office had a meeting to consider it, 
and we came out with 3 different conclusions. 

Mr. Brooxs. How long have you been with the GSA as counsel ? 

Mr. Exxiorr. Since it was started on July 1, 1949. 

Let me say this: It was not written by counsel in our offic e, the 
amendatory letter No. 9. We do intend to submit it to the Attorney 
(jeneral for final ruling after we get our briefs and prepare our office 
memoranda. 

Mr. Brooks. At this time I would like to read from a pretty long 
memo dated May 25, 1953, to the acting director, the National In- 
dustrial Reserves Division, which was Mr. Pinkley, and it was from 
the industrial engineer for the GSA. In this memo he says: 


The Nickel Processing Corp. is not organized or staffed to handle a subcon- 
tract of this nature which is estimated by the designing engineers, H. J. Ferguson 
Co., to exceed $35 million in cost. It would be necessary for Nickel Processing 
Corp. to follow the present procedure in supervising the engineering contract 
with the Ferguson Co. and subcontract with National Lead to provide super- 
vision of the construction subcontract. No estimate of the cost of this super- 
vision is available, but it is obvious that the cost would be considerably in excess 
of the cost of the operation by the Public Building Service. 

It goes on to state here that it can be contended that Nickel Processing Corp. 
has suffered financially in not being able to lease the plant, and that all of this 
subcontracting is a legitimate method of reimbursing the National Lead for 
Nickel Processing Corp.’s losses. This contention appears specious since the 
management fee can always be adjusted upward if it is not fair and equitable. 
In addition, this contention is not fair to the Cuban interests since they do not 
participate in the National Lead Co.’s profits. Cuban interests came into the 
Nicaro picture through a very positive stipulation of GSA. 


It goes on down here to point out that Mr. Strecker, industrial engi- 
neer for GSA, says: 


I have no knowledge of any previous governmental operation outside the 
Armry or Navy which permitted an operator to subcontract the construction of 
a plant he was to operate, and concludes with no matter how well-intentioned 
an operator is, the scheduling of a construction program must be affected by 
his operating schedule. The construction contractor under those circumstances 
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is deprived of any incentives to expedite the work. We have already had that 
experience at Nicaro. If it had not been for the impetus Il'rederick Snare Corp. 
gave the work as an independent contractor, the work would never have met 
the schedule, and the production of nickel oxide would have been seriously 
delayed. The planned subcontracting of the work is without known precedent 
in Government operations, and will entail considerable addition expense. Unless 
Nickel Processing Corp. can form some indisputable justiiication to the contrary, 
I recommend that the Administrator of Public Building Service prevail upon 
the Administrator to reverse the decision of his predecessor in this matter. 

Signed by Mr. Strecker to Mr. Pinkley. 

I wondered if anything was ever done about this, Mr. Mansure. 

Mr. Mansure. It was discussed with me, but I agreed with the deci- 
sion of my predecessor. I think that is a sound decision. I have had 
a lot of experience in the operating field and I do not think you can 
have split responsibility. That, and the subsequent events have 
proveu that was a good decision, because this program of expansion 
is moving along right on schedule. 

Mr. Brooks. I am not an industrialist in any sense of the word, but 
there are a good many large refineries in my home county and they 
do not do most of their own construction work. They run the re- 
fineries 24 hours a day, it is a straight commercial venture, they have 
a big overhead, and when they have a new unit going in they hire 
independent contractors to come in and build those changes, addi- 
tions, expansions, what have you, at the same time those refineries are 
operating. So I know as a matter of general policy you don’t always 
have to have an operator of some sort or snaiien a. the construc- 


tion work, and I know they are doing it from the standpoint of a 
dollars-and-cents basis, so they must feel it is cheaper and more eco- 
nomical and more practical to have an independent contractor come 


in, work with them, and do the job. 

Mr. Mansvure. That is right, Mr. Chairman, that is exactly what 
we are doing here, what you are explaining. The only thing we are 
confused on is that National Lead is the operator of this property 
for the Government. Nickel Processing is a subsidiary of National 
Lead. They are not doing this expansion program. They are merely 
operating the property. The only thing that was done was that 
National Lead, the paint company, we felt, that with their experience 
would be excellently qualified to decide on what contractors, that is, 
outside contractors, would carry on the actual construction, but the 
Nickel Processing is not doing this construction work. They have 
no connection whatsoever with Frederick Snare and Merritt-Chap- 
man and Scott. They are separate corporations. 

Mr. Brooxs. Yes, sir; but my point is that, of course, Nickel Proc- 
essing being owned 74 percent, as Mr. Wildner outlined Friday, by 
National Lead, is to most observers about one and the same thing. 

Mr. Mansure. I mean that. I am just giving you the name so I 
don’t get you confused on the name. When I say Nickel Processing, 
I mean National Lead. But you see Nickel Processing, or National 
Lead, neither one of the companies are doing the construction. Fred- 
erick Snare and Merritt-Chapman & Scott are the constuction peo- 
ple. They have a joint venture of Snare-Merritt. 

Mr. Brooxs. Mr. Hardy. 

Mr. Harpy. If the chairman would permit an observation, we are 
paying them an extra half million dollars reimbursable expense plus 
a $30,000 fee. Of course, I suppose that fee sounds pretty low, but 
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that is a half million dollars of expense that it looks to me like the 
taxpayer could save. 

Mr. Mansure. What do you mean paying half a million for what? 

Mr. Harpy. I don’t know, but you allowed National Lead a half 
million dollars of reimbursable expense, and that is the basis on 
which apparently the $30,000 fee was fixed. At least that is the testi- 
mony we had Friday. 

Mr. Mansvure. Well, I would like Mr. Pinkley to explain exactly 
what that operation is. 

Mr. Harpy. The point I am making is when you talk about the 
necessity for having National Lead have the prime contract I frankly 
have a little difficulty understanding that, but in addition to the costs 
that would otherwise be paid it looks to me like there is another half a 
million dollars added to your expansion costs. 

Mr. Mansure. The Government has no facilities to carry on either 
one of these operations. It would just be a question of going out and 
hiring and setting up another shop to do it. 

Mr. Harpy. I don’t understand that. Frederick Snare was the con- 
tractor on the previous construction program, wasn’t it? 

Mr. Mansvure. On the original program. 

Mr. Harpy. Then why is it necessary to pay National Lead $30,000 
for supervising and allow them $500,000 that they can charge back 
asanexpense. I just cannot quite understand that. 

Mr. Mansvure. Mr. Pinkley, will you explain that to Congressman 
Hardy, please? 

Mr. Pinker. National Lead Co. has an engineering division. The 
Frederick Snare Co., it is true, built the original plant. They are not 
operating people. They have had 

Mr. Harpy. Nobody contends they are operating people, but they 
are certainly construction people. 

Mr. PrnxtkEy. But they are not capable of coordinating between the 
operation and the construction. 

Mr. Brooks. Pardon me. At this point, Mr. Pinkley—— 

Mr. Harpy. Maybe we are getting afield. 

Mr. Brooks. It is a good observation, and I thank you. 

At this point, colonel, did they do the work on the rehabilitation 
at the same time they were putting that plan in operation ? 

Mr. Prnxtey. No, sir; the rehabilitation was completed, or prac- 
tically completed, before the operation started. 

Mr. Brooks. This is contrary to the testimony of Mr. Cremer, you 
understand * * *. 

Mr. Pinxtey. That is right. 

Mr. Brooks. * * * Who said they had started part of the opera- 
tion while they were still rehabilitating the remainder of the plant. 

Mr. Prnxiey. That is right. 

Mr. Brooxs. Did they do that? 

Mr. Pinxtey. Yes, because we started 4 furnaces in January of 1952 
before they completed the rehabilitation. They were working on the 
other 6 furnaces getting them in shape while we had nickel coming out 
of the first 4. 

Mr. Brooxs. Then they were operating a part of the plant while the 
rehabilitation process was still underway ? 

Mr. Prnxatey. That is right. 

Mr. Brooxs. Thank you. 
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Mr. Harpy. In order, Mr. Chairman, that we don’t leave this thing 
hanging in midair that I mentioned a minute ago, I would just like to 
clear up 1 or 2 points. 

It is true, is it not, that a figure of $500,000 was set up as allowable 
reimbursable expense to National Lead ? 

Mr. Prnxuiry. It was National Lead’s estimate of what the total 
job would cost. 

Mr. Harpy. And it was accepted by General Services; isn’t that 
correct ¢ 

Mr. Prnxtey. That is right. 

Mr. Harpy. And that was the basis on which the $30,000 supervisory 
fee was arrived at. So you have another level of supervision imposed 
over two major contracting concerns, and that is the thing I don’t un- 
derstand. Why was that necessary? Certainly Merritt-Chapman & 
Scott is supposed to be big enough to handle an operation of this size 
without any trouble, and Frederick Snare proved its capability. Why 
is it necessary to spend another half million dollars for National Lead, 
I don’t understand. 

Mr. Prnkxtey. We saved probably 10 million pounds of nickel, prob- 
ably, a year. 

Mr. Harpy. That is an estimate. 

Mr. Prnxiey. The $500,000 is an estimate, too. 

Mr. Harpy. We can only know when the answers are all in. 

Mr. Brooks. I would like to read at this time a part of a memo- 
randum dated September 23, 1953, addressed to the administrator, Mr. 
Mansure, from the Nickel Graphite Committee, Mr. Pinkley. The 
subject is expansion of capacity of Nicaro nickel plant, Nicaro, Cuba, 
and it points out here that reports of exploration under supervision 
of the Bureau of Mining Claims acquired by Cuba Nickel Co. indi- 
cate adequate reserves of suitable nickel content to support an expan- 
sion to 175 percent of the present capacity of the plant, taking into 
consideration ores available in Nicaro Nickel Co. property. 

It goes on to point out the apparent need for this and pointing out 
down here that it is estimated that the expanded plant can be in pro- 
duction in approximately 24 months after authorization if expansion 
is held to 75 percent of present capacity. 

Now, at this point I would like to submit to you, Mr. Mansure, a 
memorandum dated Jaunary 8, 1954, to the Administrator for the 
Nickel Graphite Committee, signed J. P. Pinkley, and it apparently 
is O. K.’d by some initials, EK. M., dated January 8, 1954. I believe 
that is probably your initials? 

Mr. Mansure. Probably are. 

Mr. Brooks. You can identify them or not, and I wish you would 
read this letter. It is two pages, and I think very important at this 
point. 

Mr. Mansoure. January 8, 1954, Nicaro expansion: 

The committee has discussed the possible methods of accomplishing Nicaro 
expansion project and has consulted with the Commissioner of Public Buildings 
regarding it. We have reached the conclusion that the following measures are 
necessary to provide required controls and insure expenditures and economical 
completion of the expansion work. (a) GSA should immediately discontinue 
the agreement under which the Nickel Processing Corp. has subcontracted for 
preliminary expansion and engineering. We then should negotiate a prime con- 


tract directly with the same engineering firm, H. K. Ferguson Co., for final engi- 
neering work for the preparation of construction plans and specifications and 
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for such consulting and supervisory services as required by the Government; 
(b) we should also negotiate a contract with National Lead Co. for furnishing 
advice and consultation with respect to operational requirements and to utilize 
the experience aud knowledge of their technical specialists; (c) a construction 
contract should be negotiated at the earliest possible date betweent GSA and 
a selected contractor for furnishing all labor, materials, and equipment for the 
entire project. We feel that the award of this contract should not be delayed 
pending completion of the working drawings and specifications to permit ob- 
taining firm price bids. Therefore, it should be negotiated on a cost-plus-a-fixed- 
fee basis. because of the time expended and the knowledge and experience 
gained by Ferguson in their primary engineering work, we consider it imprac- 
ticable to consider any other contractor for the architect and engineering work. 
This contractor has a good reputation and has available a large staff of engineers 
and technicians to start immediately on the final plans and specifications. 

With assistance of National Lead engineers on operational requirements to 
successfully undertake and complete this involved project, the construction con- 
tractor must be selected on the basis of proven qualifications, including the 
following: (a) A competent working organization in Cuba with demonstrated 
ability to perform major construction jobs abroad with a well-organized office 
in the United States from which the procurements of materials and equipment, 
the expediting of deliveries, and the shipments of materials can be effectively 
performed. Such an organization must be financially sound, of good reputation, 
and with broad experience in comparable foreign work. (b) They must be well 
established in Cuba with good labor and public relations already confirmed, 
and should be favorably considered by the Cuban Government. They must 
have thorough knowledge of working conditions, material costs, and sources, 
legal requirements, and customs procedures, and all other matters pertaining 
to construction in that company. The only company known to us having the 
above qualifications is the Frederick Snare Corp. who built the original Nicaro 
plant, and who performed the rehabilitation work in connection with its recent 
reactivation in a highly successful manner. To the best of our knowledge, this 
is the only American company who is well qualified in Cuba and who have per- 
formed successfully projects of comparable size and complexity. Snare is now 
working on a large project for a naval base in Cuba, and we are informed by 
Navy that they were employed on this project after a lower bidder started the 
work and failed to perform satisfactorily. Navy has expressed the complete 
satisfaction with Snare’s work. They are also consultants to the Cuban Goy- 
ernment on construction matters. 

The committee recommends that on a project of this size there will be many 
reputable construction companies eager to undertake the project, and we con- 
sider it essential that any such firm be permitted to submit their qualifications. 
As time will not permit completion of plans and specifications for the extent 
necessary for competitive bidding we strongly recommend that the selection of 
a contractor be based on their demonstrated ability to perform such a project 
in Cuba. If you concur in the above conclusions we shall immediately arranze 
for submission of contracts by concerned parties. We consider it essential that 
all of these contracts be awarded at the earliest practicable time in order that 
there will be no unnecessary delay in obtaining the benefits of the expanded 
capacity. 

It is signed “Commissioner of Public Buildings, Reynolds, member 
Nickel Committee Friedel and member Nickel Committee Russell.” 

Mr. Brooxs. Are these people still in that capacity ? 

Mr. Mansvre. The first one, Reynolds, has retired. Clarence 
Friedel and Johnston Russell are still on the committee with GSA. 

Mr. Brooxs. And were those your initials? 

Mr. Mansure. Those are my initials and date on there. 

Mr. Brooks. I have here a memo which you inspired, which comes 
from one of our colleagues. I have a note from the Secretary to the 
Honorable James Roosevelt, from California, your home State, and 
it says: 

I have just talked to Mr. Roosevelt on the phone in New York and says he would 


appreciate your asking Mr. Mansure for specific facts concerning the insurance 
contracts Mr. Roosevelt’s insurance company has with the Government since, 
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as a matter of fact, his company has no Government insurance contracts. what- 
soever. 

I thought if you had the names of any he would like to be informed. 

Mr. Mansvre. I am very glad to comment on that, Mr, Chairman. 
He was misinformed. I said such as an insurance firm of the type of 
James Roosevelt’s. That is all I said. I don’t know of any Govern- 
ment contracts he had. 

Mr. Brooks. I didn’t, either. 

Mr. Mansvure. I am very glad to answer that. 

Mr. Brooxs. He should know better how to get them after this 
discussion. 

What was the name of that pamphet, How To Get Business? 

Mr. Mansvre. That is right. 

Mr. Brooks. I wonder, sir, do you know how much capital National 
Lead has invested in this Nicaro project ? 

Mr. Mansvre. I believe we have those figures. I would like Mr. 
Medley, our comptroller, to report on that. 

Mr. Mepuey. My name is Max Medley; I am Comptroller of GSA. 

Mr. Brooks. Do you swear that the testimony you are about to de- 
liver before this sdbednidanittiin will be the whole truth and nothing 
but the truth, so help you God? 


TESTIMONY OF MAX K. MEDLEY, COMPTROLLER, GENERAL 
SERVICES ADMINISTRATION 


Mr. Meptey. I do. 
As of September 30, Mr. Chairman, the Government had invested 


at Nicaro in the expansion program approximately $16 million, 
$16,271,462.59. 

Mr. Brooks. The question, Mr. Medley, I think I can restate it or 
would you read it back, Mr. Reporter ? 

(The record was read.) 

Mr. Meptey. To my knowledge, they don’t have any capital in- 
vested, Mr. Chairman, because they are merely our agent and the Gov- 
ernment advances funds to them on the basis of the expenditures which 
they make. 

Mr. Mansure. I want to correct that, because that, Mr. Chairman, is 
not right. I think the question was misunderstood. 

Mr. Elson, will you answer that question ? 

Mr. Brooks. Mr. Elson, have you been sworn ? 

Mr. Exson. I don’t believe I have been. 

Mr. Brooks. Your name is what? 

Mr. Exson. Sol Elson. 

Mr. Brooks. Do you swear the testimony you are about to deliver 
before this subcommitte to be the whole truth and nothing but the 
truth, so help you God ? 


TESTIMONY OF SOL ELSON, MEMBER, GENERAL COUNSEL’S STAFF, 
GENERAL SERVICES ADMINISTRATION 


Mr. Exson. I do. 
Mr. Brooxs. What is your name now? 
Mr. Exson. Sol Elson, member of the General Counsel’s staff of 


GSA. 


exact 
paid 
as th 
NPC 
Mi 
Mi 
Mi 
Mi 
Mi 
Mi 
M: 
cent, 
their 
of ac 


struc 
statle 


Mr. J 
A 
DE: 
Admii 
we re 
struct 
holdiz 
extent 
of the 
& Sco 
full r 
Chapl 
its im 
replie 
tions, 
Aft 
Merri 
cation 


chemi 
their 

would 
under 
proxi 
made 
was s 
tives 

projec 
has n 
ficure 
under 
ance 
(1) F 
numb 
plant, 
Corp. 





GOVERNMENT NICKEL PLANT AT NICARO, CUBA 165 


The capitalization of NPC or Nickel Processing Corp., is $300,000. 
That was the initial investment that went into the corporation. Now, 
exactly what part or how much of that Natonal Lead has actually 
paid in, we wouldn’t know at this time because their stock has increased 
as their acquisition has increased, but the overall capitalization of 
NPC was $300,000 when it was first formed. 

Mr. Harpy. That was authorized ? 

Mr. Exson. Authorized and invested. 

Mr. Harpy. You are sure that that was actually paid in? 

Mr. Exson. That was some time ago. In the beginning. 

Mr. Harpy. Paid in in cash? 

Mr. Exson. Yes. 

Mr. Brooks. Later testimony was that they now own about 74 per- 
cent, and he agreed at that time to send us figures on exactly what 
their gross income had been for the operation, and also what the cost 
of acquisition of the stock was. Has that been submitted yet? 

The committee hasn’t received that yet. I assume we will get it this 
afternoon. 

Now, Mr. Mansure, I would like to read into the record at this point 
National Lead Co.’s recommendation on a contractor to do the con- 
struction work in Cuba. It is dated June 30, 1954, National Lead Co. 
stationery, 111 Broadway: 


Mr. MANSURE, 
Administrator, GSA. 


Dear Mr. Mansvure: In accordance with the contract between General Services 
Administration and National Lead Co., dated April 30, 1954, and article 4 thereof, 
we recommend the employment of Merritt-Chapman & Scott Corp. as the con- 
structor for the contemplated 75-percent expansion of the Nicaro Nickel facilities, 
holding them responsible for the staff and timely completion of the work; to the 
extent practicable we suggest that Merritt-Chapman & Scott enlist the assistance 
of the Frederick Snare Corp. in the construction work, but that Merritt-Chapman 
& Scott serve as prime contractor to the National Lead Co. and therefore retain 
full responsibility. Our reasons for recommending the employment of Merritt- 
Chapman & Scott are as follows: The National Lead Co. during the course of 
its investigation for suitable constructors submitted questionnaires and received 
replies from 22 companies. That number was narrowed down to six organiza- 
tions, all of whom we believe capable of completing the work assigned them. 

After a thorough evaluation of the various organizations in our opinion the 
Merritt-Chapman & Scott Corp. first in overall project experience and qualifi- 
cation. They have adequate experienced personnel available for assignment to 
this project, and they have available workload capacity to fulfill the require- 
ments of this job. Merritt-Chapman & Scott have just recently completed their 
assignment at the Goose Bay, Labrador, base and a check of the work undertaken 
by them in the last 5 years reveals they have installed facilities for private 
chemical companies totaling approximately $27 million. In addition to this, 
their work in the paper field, which is closely allied to the type of work which 
would be encountered at Nicaro, totals $83 million. Current and recent projects 
undertaken for the Federal Government show a total contract involved of ap 
proximately $156 million. During the past year Merritt-Chapman & Scott have 
made purchases totaling over $100 million. Of this amount 339 million worth 
was shipped to Goose Bay, Labrador. During discussions with their representa- 
tives they have expressed a desire and willingness to undertake the Nicaro 
project under a fixed-fee agency type of contract. While the fee for this work 
has not been fixed definitely, a preliminary fee of $940,000 was indicated. A final 
ficure will be developed after the full scope of work and cost thereof are clearly 
understood by Merritt-Chapman & Scott. Our reasons for enlisting the assist- 
ance of Frederick Snare Corp. in this project rests chiefly with the following: 
(1) Frederick Snare Corp. has been associated with the Nicaro facility for a 
humber of years, having recently completed the rehabilitation program, pilot 
plant, and more recently the sintering plant; (2) unquestionably Frederick Snare 
Corp. can contribute some experienced personnel and know-how to the project. 
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These people when used in conjunction with the Merritt-Chapman & Scott 
organization should result in a well-rounded aggressive construction group. How- 
ever, in our opinion Frederick Snare Corp. are not as adequately staffed at 
the supervisory, purchasing, and expediting level as Merritt-Chapman & Scott 
Corp. In view of the above we hereby solicit your approval to employ the 
services of Merritt-Chapman & Scott Corp. and initiate contract negotiations 
with that concern. We believe it extremely important to have the constructor 
undertake work in the near future. Accordingly, should you approve our 
recommendation, we further question that we be permitted to enter a letter- 
of-intent agreement with Merritt-Chapman & Scott Corp. so as to insure an 
early starting date. 

Yours very truly, 
H. C. Wixpner, Vice President. 

Now, I just wondered 

Mr. Reuss. What was the date of that letter, Mr. Chairman? 

Mr. Brooks. June 30, 1954. 

I wondered if you checked at any time, Mr. Mansure, to see if 
Merritt-Chapman & Scott had a permit to do business in Cuba as 
contractors ¢ 

Mr. Mansure. Yes, we asked them that question, and I would also 
like to complete the question which I didn’t this morning of the times 
that I saw Merritt-Chapman & Scott representatives. 

The first time was on Friday, June 4, 1954. The second time was 
on July 22, 1954, and the third time was when we closed the contracts, 
or when we decided on the negotiations on July 27, 1954, three times. 

I said this morning that I saw them, I thought, twice before the 
final closing date, but I wasn’t sure, and in one of those interviews 
that specific question was asked and Merritt-Chapman & Scott said 
that they were qualified to do business in Cuba, and one of their 
partners was supposed]y so qualified. 

Mr. Brooks. What else came about at that time? 

Mr. Mansure. When we discussed it ? 

tna Brooks. Yes, how did the question come up? Did you ask 
them ¢ 

Mr. Mansvre. That was one of the things that we wanted to decide 
on the letting of these contracts. 

Mr. Brooks. Who was there at this interview ? 

Mr. Mansvure. Pardon? 

Mr. Brooxs. Who was present at this particular interview you 
were discussing ? 

Mr. Mansvre. I don’t know who was at the first one. The second 
one was Mr. Schott. 

Mr. Brooks. What was the date of that? 

Mr. Mansvure. July 22. The first one was June 24. I am sure 
the first time there were two, and Mr. Schott was one and there was 
another officer of the company with him. I believe it was their operat- 
ing engineer. 

Mr. Brooxs. Then this third conversation on July 27? 

Mr. Mansvure. Probably Mr. Purdy, they tell me. I think it was 
Mr. Purdy. 

Mr. Brooxs. Then you had another conference with them on July 
27% 

Mr. Mansvure. July 22, and then on July 27 we closed the negoti- 
ations. 

Mr. Brooxs. Who was present at the close of these negotiations? 
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Mr. Mansure. Mr. Schott, Mr. Cremer, I believe Mr. Purdy was 
there, lam not sure, Mr. Pinkley ? 

Who else represented the Government? Mr. Elliott was there. I 
think. there were 2 people from each company, and 2 or 3 from the 
Government. Mr. Cremer and Mr. Arnold from Frederick Snare, 
and Mr. Schott and Mr. Purdy from Merritt-Chapman & Scott. 

Mr. Brooxs. Was Mr. Lehman there from your staff? 

Mr. Mansvre. No, I don’t think so. 

Mr. Brooks. You had no reporter there, nobody took notes on 
this ¢ 

Mr. Mansvre. No. 

Mr. Harpy. Who was with Mr. Wildner? 

Mr. Mansure. He wasn’t at that meeting. That was just negotia- 
tions between the two contractors and the Government. 

Mr. Harpy. That was on what date? 

Mr. Mansure. July 27, 1954. 

Mr. Harpy. That was the date when the contract was awarded? 

Mr. Mansure. That was the date when both construction companies 
agreed to take it on a joint venture basis. 

Mr. Harpy. The contract wasn’t actually awarded on that date? 

Mr. Mansure. No, the award was August something, wasn’t it, 
August 19. 

Mr. Harpy. I was wondering how you were doing all of this ne- 
gotiating without the presence of your prime contractor. 

Mr. Mansure. We didn’t do any negotiating. We just approved 
it. It had already been negotiated. It was just a question of how the 
division of responsibility was going to be. I insisted that it be 
50-50 division, the responsibility in the operations. 

Mr. Harpy. May I explore one point, Mr. Chairman ? 

Mr. Brooks. Yes, that is an interesting point, and I think it is worth 
exploring. Go ahead. 

Mr. Harpy. The thing I wanted to inquire about was I think your 
response to the question ‘L raised this mor ning as to the dates on which 
you had visits with representatives of Merritt-C hapman & Scott, 
you have just cleared up. I believe you said there were three. 

This letter that was just read from National Lead over the signature 
of Mr. Wildner, indicating their decision to give the contract to 
Merritt-Chapman & Scott must have been —— by a number of 
conferences between you and representatives of National Lead ? 

Mr. Mansure. Mostly Mr. Wildner, although he discussed it with 
their engineers, but most of our discussions were just between the 
president of Nickel Processing and myself. 

Mr. Harpy. In any event, certainly when you received that letter 
you were all pretty well aware what its content would be? 

Mr. Mansvre. I would say “yes,” and “no,” because the letter sur- 
prised me a little bit in taking such a strong stand on the two com- 
panies. 

Mr. Harpy. Well, now, Mr. Wildner was aware of the recommenda- 
tion made to you by your consulting engineers. 

Mr. Mansure. He would have to answer that. I haven’t any idea 
whether he was or not. 

Mr. Harpy. Had you advised him of the recommendations made to 
you by your committee ? 
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Mr. Mansvre. I don’t know that, either. Yes, he had been told of 
the recommendation. 

Mr. Harpy. Well, it would be awfully surprising to me if a firm of 
that kind in this kind of proposition wasn’t pretty faimilar with both 
of these actions. I don’t know of any particular reason why it should 
be kept secret. 

Mr. Mansure. There was no reason for keeping it secret. I just 
want to make sure he was advised because I don’t know, and I would 
have to ask Mr. Pinkley whether he was advised or not. 

Mr. Harpy. So when he submitted his letter to you proposing to 
award the contract to Merritt-Chapman & Scott with a minor con- 
sideration for Frederick Snare, he knew that he was proposing a con- 
tract which was directly contrary to a recommendation made to you 
by your professional people, your committee ¢ 

Mr. Mansvure. Well, let me put it this way: As far as knowing, 
the answer would be “Yes,” but I still don’t know, and this is no dis- 
credit at all of the ability of our people, because I have great confi- 
dence in them, but I still would have great confidence in the recom- 
mendation of a company that has been as successful as National Lead, 
and who has carried on a very good operation for the company, a 
company which I had nothing to do in selecting, but I am impressed 
with the job that they have done even though I had nothing to do 
with the selection. 

Mr. Harpy. Well, I don’t doubt that they are a fine company. It 
is quite obvious that they have made a very fine record of production, 
and all that sort of thing. That is not at issue at all, as far as I am 
concerned here, right now. The thing that has impressed me about 
this whole proposition is that here was an impending expansion 
program amounting to $43 million. There was indication that in 
the early stages the whole focus of attention was on the Frederick 
Snare Corp., that here was an outfit that had proven its capability 
that was set up in Cuba, that was known to the Cuban Government, 
that met all of the requirements that the committee had imposed 
Here was an outfit that was given unreserved recommendation by the 
consulting engineers which you had employed, and the testimony at 
least of Mr. Cremer on Friday indicates that in the early stages it 
was made clear to him by you, or your associates, that his concern 
was to receive major consideration. 

Then we find that a change has taken place. We find admission 
of pressures from all sources. We find statements made that there 
were telephone calls, conversations were had with Congressmen and 
Senators, and I think in one spot it is mentioned that nearly every- 
body in the Cabinet had a prospective construction company. 

Mr. Mansvure. I said nearly everybody in Washington, when I gave 
the interview originally. 

Mr. Harpy. Well, we will leave it at the Cabinet. That is attri 
buted to you. 

The thing I am trying to understand is what happened in this 
interim that changes all of the emphasis from the original contractor 
that built the plant and brings in the Merritt-Chapman & Scott Corp.., 
Wolfson property, and I have been trying to find out where Mr. 
Wolfson came into this picture himself, if at all. 

Mr. Mansvre. That is a very interesting question, and I will try to 
the best of my ability to answer. In this letter from Mr. Wilder, be 
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cause practically the same matters ran through my mind in making 
this decision that you have just asked about. But this clause alone 
gave me some apprehension. However, in our opinion—this is quoting 
from National Lead’s letter: 

Frederick Snare Corp., are not as adequately staffed at the supervisory, pur- 
chasing, and expediting level as Merritt-Chapman & Scott Corp. 

Now, the committee must bear in mind, and this is no reflection on 
either one of these construction companies, that Merritt-Chapman & 
Scott is considerably bigger than Frederick Snare Corp. in overall 
size and in engineering jobs that they have done, but I personally was 
very much impressed with the record of achievement that Frederick 
Snare had on this job from the very beginning, going back to 1942 or 
1943, the original construction, and the reactivation after it had been 
closed down. 

However, later events have confirmed this hesitancy, they have 1, 
possibly 2, outstandingly qualified engineers on this job. I still do 
not feel that in an operation as urgently needed as the production of 
nickel is to the Government that we should rely on only 1 or 2 indi- 
viduals. Now, as I understand—— 

Mr. Harpy. Well, I listened to that testimony earlier this morning 
and I can concede there is certainly an element of validity in that 
sort of exercise of judgment. You did have responsibility for the 
exercise of judgment in that connection. However, that doesn’t satis- 
factorily explain to me—— 

Mr. Mansvre. Secondly, could I just say this: The Merritt-Chapman 
& Scott people are eminently qualified in the purchasing field, the 
expediting field, and pressing through a project urgently needed. 

Mr. Harpy. You omitted one field. I think you will concede they 
are much more qualified than Snare in public relations and sources of 
pressure in the Nations Capital. 

Mr. Mansvre. I am sorry, if you gathered that impression. I 
didn’t intend to infer that. I do say that the “vy presented a much better 
job of selling their wares than the Frederick Snare people did. 

Mr. Harpy. But on a comparative basis, and I was comparing them 
with Frederick Snare. 

Mr. Mansvure. But I want this committee to know that even though 
the ‘re was a great deal of pressure on the selection of any contractor in 
his project, that that pressure, other than listening to it and weighing 

it, had no influence on this decision, because if it had, probably none 
of these companies would have gotten the contract. There was far 
more spadework done by other companies than these, with the single 
exception of Randall Cremer, who was the most persevering persun 
i ever met. He never let me alone from the time this thing started 
intil he had a part of the contract, and it is in a complimentary way 
hat 1 am making that statement. 

Mr. Harpy. Well, insofar as size and ability and experience is con 
cerned, I don’t think anybody would question the capability of Merritt- 
Chapman & Scott to carry out a contract of this kind. Nevertheless 

e fact remains that insofar as construction in Latin America is con- 
cerned, or in Cuba, is concerned, according to testimony that we have 
had and information that the committee has heretofore seen; appar 
ently no American contractor has enjoyed a reputation better thar 
Frederick Snare; is that correct / 
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Mr. Mansvre. I would say that is correct; yes. 

Mr. Harpy. So insofar as competence is concerned and capability 
of performance in any Latin American company, Frederick Snare 
should have been considered qualified. 

Mr. Mansure. They were, and even Merritt, Chapman recognized 
that ability, but they recommended they be in a lesser role, and I 
recommended they be in an equal role. 

Mr. Harpy. Well, I think the testimony that we had the other 
day rather clearly indicates that if you hadn’t borne down pretty 
hard in the exercise of your judgment, Frederick Snare would have 
been left out in the cold. The observation, I made a moment ago 
with respect to capability of exerting Washington pressure and public 
relations was on a comparative basis, and I think you recognized the 
superiority of Merritt, Chapman & Scott in that connection when 
you suggested to Mr. Cremer that he better go ahead and employ 
public relations counsel. 

You must have realized it also when you suggested Mr. Cremer 
accompany you to go down and see Mr. Hall. 

Mr. Mansure. Well, I would like to correct that. I took Mr. 
Cremer along with me to see Mr. Hall out of courtesy to a gentleman 
I considered a persevering gentleman. I doubt that he could have 
gotten an appointment with Mr. Hall, if I hadn’t requested it. 

Mr. Harpy. I doubt it, too. 

Mr. Mansvre. I think Mr. Hall was courteous to give the interview 
he did. 

Mr. Harpy. It wouldn’t be surprising when you made the request. 

Mr. Mansure. I think out of courtesy to me he did it; yes. 

Mr. Brooks. Well, didn’t Mr. Cremer have the impression, after 
talking with you, that you wanted Snare to have the leading part 
in building that expansion at Nicaro? 

Mr. Mansvre. Well, I don’t know that, but I think he had the im- 
pression that I wanted them to have an equal part. 

Mr. Brooks. He told us he had the impression he was supposed to 
have charge of it. You read his testimony. 

Mr. Mansvre. I want to be fair to both of these contractors. Mer- 
ritt, Chapman & Scott, in these negotiations, on July 27, 1954—— 

Mr. Brooks. I really meant prior to that. I was trying to work 
up tothat. I mean in the early stages of Mr. Cremer’s talks with you. 
Did you ever indicate to him that he would be the prime subcon- 
tractor and Merrit, Chapman might have to take a part of it? 

Mr. Mansvre. No; I never indicated that to anyone, because I 
had no idea what the outcome of this was going to be. As a matter 
of fact, there was too much involved in reviewing the qualifications 
of these contractors. I said this morning there were 5 or 6. I believe 
this letter says six. It got down to 4 and it was very, very hard 
to decide between the last 4 or 5 contractors. 

Before that time you could just lop them off, not because they were 
not good contractors, but they were not experienced in this type of 
operation. Now at all times the Government took a very precise 
position, as far as encouragement to any of these people because it 
could have been almost one way or the other in the selection up until 
the very end. 

At the end there was no doubt in our minds but up until that time 
it was very close. 
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Mr. Harpy. Mr. Chairman, I have curiosity about one more thing. 
Can I clear up my curiosity ? 

Mr. Brooks. Yes, certainly. 

Mr. Harpy. According to the testimony given Friday, Secretary 
Talbott first recommended Frederick Snare, that is correct? 

Mr. Mansvure. No; I want to clear that up. Mr. Cremer thought 
Mr. Talbott was going to recommend their firm. When Mr. Talbott 
came back from this tour of the bases, he called me on the phone and 
told me that he was very much interested in the fine job that we had 
done, that the Government had done. Mind you, this isn’t all during 
my administration of it. He was talking generally, so I don’t want to 
have this sound like we are patting ourselves on the back. Because he 
had heard a great deal of comment about how these buildings were 
all rusting away and everything. 

That is understandable, because when you see the buildings, they 
are covered with this red dust and it looks like they are rusting, but 
that is not the case. Then he said, “You know, this is a peculiar 
thing. You might wonder why I am interested in the development 
of this project. In 1939,” he said, “I was one of the five original 
owners of that property and I kicked myself ever since that I sold out. 
I had no idea there was going to be such a development of nickel in 
Cuba.” That is how this thing came about; then during that con- 
versation he said that the Frederick Snare people had done a fine job 
in the reactivation of this property, but he made no recommendation 
because at that time we still had not gotten the go-ahead on this 
property. 

He was just talking generally about his impression of the operation. 

Mr. Harpy. At that time he was not recommending the Snare 
company, he was just commenting on what a good job you had done? 

Mr. Mansure. He commented on the good job of reactivation they 
did. At that time were were not even discussing this expansion. 

Mr. Harpy. Well, this is not Cremer’s testimony I was referring to. 
I was referring to Miss Nadler in a quotation from you. She said: 

Mr. Mansure was asked what reason Mr. Talbott gave for recommending the 
Snare company. That was very interesting. He wanted me to know he had 
been interested in the whole operation since 1941. 

Mr. MaNsore. 1939 was the date. 

Mr. Harpy. 1941 is what she has. He had come to know Snare 
not only at Nicaro, but had seen some of their work elsewhere. That 
is allegedly the statement you made to Miss Nadler. A little later on 
we get into a switch. I am just quoting this testimony. I don’t 
know what the facts are. I am just trying to find out what the facts 
are. But apparently Mr. Talbott is credited with having recom- 
mended Snare. Let’s see if I have a date on this thing. It is some- 
where. Here it is: 

When did Talbott first mention this to you? 

This is a direct quotation of a question asked you allegedly, and 
your quote is, answering it: 

I think he mentioned Snare about January or February, and Merritt in March 
or April. 

Mr. Mansvre. No, this original conversation was early in January 
1954. “The second conversation where Talbott was reported to have 
recommended one company or the other occurred about April. I am 
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ust picking that out of memory. I haven’t any idea what it was. 
That is what I referred to this morning over at the Mayflower. At 
that time he merely said that “I see you are considering the two con- 
tractors, they are both fine companies.” That was the end of that. 

At no time did Mr. Talbott make a recommendation of either of 
these companies, other than just a general discussion the first time 
about the good job Frederick Snare had done. That can be surmised 
as a recommendation. 

Mr. Harpy. Well, this quotes you further as saying: 

It may have been April that he spoke to me about it. That has reference to 
Merritt-Chapman & Scott. He called me up the first time and the next time 
we met at dinner. 

Mr. Mansvre. That is right. The first time was just a conversa 
tional talk on the telephone. 

Mr. Harpy. And you didn’t then consider it anything unusual 
that he should have spoken favorably for Frederick Snare in Jan- 

uary and switched around to favoring Merritt-Chapman & Scott in 
April? 

Mr. Mansurg. Congressman, he didn’t switch around. Later on 
he just said they are both good companies. He said: 


I see you are considering both Frederick Snare and Merritt-Chapman Scott. 


I think I said here—this was the testimony before the Joint Com- 
mittee on Defense Production, on page 13, I said the former Secre- 
tory of the Air Force—the conversation was: 


I see you are going to have quite an expansion program at Nicaro. 
I said yes. He said: 


I see you are getting down to a selection of contractors, and among them 
are Frederick Snare and Merritt-Chapman & Scott— 


and then he said— 
they are both good companies. 


So he just threw them both in together there. But I want the 
committee to understand that these discussions were not along the 
lines of who recommended what, because at that time when we talked 
about this we hadn’t received the prospectuses from all of the con- 
tractors that wanted to bid on this job. 

Mr. Harpy. Just one other question, Mr. Chairman. I thought | 
was through but I just thought of this one. When you talked to 
Len Hall about this, you said something in here according to this 
interview with the Fortune people. You said something to indicate 
you weren’t exactly trying to get political clearance, but did you 
anticipate that there might be some questions raised about this contract 
and it would be good to have the support of Mr. Hall for the decision 
that you had made? 

Mr. Mansvre. Well, was that her testimony? I am not just clear 
what that is referring to. 

Mr. Harpy. I am trying to put my finger on it right here myself: 

Mr. Solo reminded Mr. Mansure that he told George Bookman and myself 
that he had presented Leonard Hall with a list of prospective names for the 
Nicaro expansion to get political clearance. 

Mr. Mansvure. No, as I explained this morning, I presented those 
names to make sure there wasn’t going to be criticism. 
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Mr, Harpy. Mr. Mansure was then questioned about the words 
“political clearance,” and it was admitted that possibly this isn’t ex- 
actly the way he put it. He said: 

I talked with Hall to see if there was any criticism that these companies were 
at the public feed trough for the past 20 years. 

Mr. Mansvure. Frankly, what we were desirous of knowing was 
that we didn’t get a construction firm that later on we would have to 
justify they were a political appointment. 

Mr. Harpy. It might be right helpful to have Mr. Hall’s support 
if you got called on this thing. I am not criticizing you on that. 
That is all, Mr. Chairman. 

Mr. Brooks. Thank you, Mr. Hardy. Now, Mr. Mansure, on July 
92, you had a conference with Mr. Schott; is that right ¢ 

Mr. Mansvure. Yes, and Mr. Purdy was there. I believe he was 
there. 

Mr. Brooks. Did you talk with Mr. Balmer on that day, by any 
chance ? 

Mr. Mansvre. July 22, not to my knowledge. I don’t even know 
that he was in town. He had nothing to do with the negotiations 
with Mr. Schott. Let me say one thing: Mr. Balmer didn’t come into 
the negotiation of these construction contracts, at least as far as I 
know, not with me he didn’t, or with any of the people in the Govern- 
ment. 

Mr. Brooxs. Now on July 23, you have a letter dated July 23, I 
think, from Mr. Wildner. Do you recall that letter, in which he 
said they had had a long conference between the Merritt-Chapman 
folks and Mr. Cremer in behalf of Snare? 

Mr. Mansvre. I don’t just recall. Do we have that letter? 

Mr. Exuiotr. Do you have it there, Mr. Chairman? 

Mr. Brooks. No, have you got a copy of it there? It is dated July 
23, from Mr. Wildner, to Mr. Pinkley, or Mr. Mansure. It has to do 
with an alleged agreement between Snare and Merritt-Chapman to 
accept it on a 50-50 basis, which agreement Mr. Cremer denied at 
— time, and which he later denied when he talked with you on 
July 27. 

Mr. Mansvure. It is perfectly possible. I don’t recall it. 

Mr. Brooks. Mr. Cremer alleged that they had a conference on the 
23d, I think it was, in New York, with Mr. Wildner, Mr. Schott, and 
Mr. Joe Martino, the president of the National Lead, and that they 
then spent about an hour browbeating him into accepting an agree- 
ment to work with Merritt, Chapman & Scott, and that he was not 
for that, and told them so, and that it was his understanding then 
that you had told him he could have the major part of the contract. 

That was his feeling at the time. 

Mr. Mansvre. That might have been his feeling, but I never told 
him anything about any contract because I couldn’t. But I want to 
say one thing in fairness to all of the parties concerned. Both con- 
tractors felt they should have the whole part of the contract. So if 
they didn’t get the whole contract, they were both disappointed. 

Mr. Brooks. That, of course, was what Mr. Cremer said they had 
told him in various earlier conferences. The Merritt-Chapman people 
said this contract has been given to us by National Lead and we will 
give you a little piece of it, and they, of course, wouldn’t operate on 
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that basis. Now this is a letter from National Lead to Mr. Pinkley, 
dated July 23. 

Mr. Mansure. Yes; I do have that letter to Mr. Pinkley. 

Mr. Exxiorr. Do you wish it read into the record ¢ 

Mr. Brooxs. Yes, would you, please? 

Mr. Mansure. I am sorry. 

Mr. Brooks. It indicates there has been some real misunderstand- 
ing all along about who was going to run this job and whether or not 
we were going to have 2 or 40 people trying to run it. 

Mr. Mansvure. I don’t think there was much misunderstanding. It 
was wishful thinking. Each one wanted to run the works. July 23: 


After further consideration of the constructor for the expansion of the Nicaro 
nickel facilities, it is our recommendation that the expansion program be under- 
taken as a joint venture, employing the services of Frederick Snare Corp. and 
Merritt, Chapman, Scott Corp., who will combine their efforts and personnel to 
set up a separate organization which will function under the direction and be 
responsible to National Lead Co., all in accordance with our contract with 
General Services Administration. 

This organization will undertake the purchase of materials and equipment, 
arrange for traffic movements to Cuba, assume responsibilities for plant security, 
material control, field construction, accounting, and other miscellaneous work, 
which we normally assign to a constructor. We are completely satisfied as to 
the merits of the respective organizations and their ability to undertake the 
project. 

The feasibility of such an arrangement has been discussed with representa- 
tives of the two companies involved, and they have expressed a willingness to 
function in such a joint venture. To facilitate an early commencement of the 
construction phase of the expansion program, we are in a position to release 
to the constructor a letter of intent in lieu of a formal contract. This letter of 
intent is substantially the same as that submitted to you on July 19. Minor mod- 
ifications have been reviewed with your counsel and we are now in agreement 
on the present letter form. 

Your earlier approval of our selection of a constructor will permit our re- 
lease of the letter of intent. Development of a suitable form of contract will 
follow shortly thereafter. 


Mr. Brooxs. Now that meeting on the 23d, in New York, which was 
discussed under oath by Mr. Cremer on page 32 of the transcript, for 
the benefit of the members, which was made available to your people, 
and others interested, on Saturday. Now in that testimony, Mr. 
Cremer swore that on Friday morning, which was the 23d, he had a 
call from Mr. Wildner, asking him to come down and see Mr. Wildner 
in his office. 


I went down, expecting to be up against Raymond, one of these other people. 


Then on down here in the next paragraph, in the middle of the 
page, it says: 


So for an hour and a half they tried to sell me on the idea of a joint venture 
with Merritt, Chapman. We were not willing to do that, I told them, and if we 
had to give them, an immediate answer, it would have to be no. I had talked 
to Mr. Mansure and he said he did not want to have them in it. They ques- 
tioned that but finally agreed to give me time to talk to Mr. Mansure and to 
talk to our own organization. The proposition they gave me was 50-50 with 
no one to be the boss, and I objected to that because anybody has to have a 
head, and with the division of authority like that, I didn’t see how any con- 
struction operation or military operation could be conducted, but they said 
that it was done all of the time and they were sure it would be all right. 


Now, after that conference apparently Mr. Wildner did not agree 


with Mr. Cremer’s understanding, and he wrote you this letter saying 
it was all worked out. Everybody is happy. 
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Then on July 27 they had a conference in your office; is that right? 

Mr. Mansvre. That is correct. 

Mr. Brooks. And as I understand it, Mr. Cremer was there and Mr. 
Schott and then various other people from the GSA, the parties in 
question being primarily Mr. Schott, Mr. Cremer, and yourself as the 
Administrator discussing the terms of this. 

Now at that time I assume you had received the letter from Mr. 
Wildner. Do you recall having looked it over prior to that? 

Mr. Mansure. Yes; this letter I just read now. 

Mr. Brooks. Yes. So you might have thought at that point that 
Mr. Cremer was willing to take half of it on the basis of this letter, not 
knowing otherwise ? 

Mr. Mansvre. I did, and when they came in, I thought it was all 
agreed upon. 

“Mr. Brooxs. At that time did Mr. Cremer point out to you that 
Merritt, Chapman & Scott had never by themselves handled any work 
in C uba, did he discuss their merits w ith you and that Snare had han- 
dled many projects in the last 40 or 50 years ? 

Mr. Mansure. There was a lot of discussion, a very excitable dis- 
cussion, like a bulldog and a tomcat. 

Mr. Brooks. Did he point out to you that it was his opinion, having 
been in the contracting business in Cuba for in excess of 40 years, that 
Merritt-Chapman was not eligible to build anything in Cuba at that 
time ? 

Mr. Mansure. Well, they had already done one construction job in 
Cuba which refuted that statement. 

Mr. Brooxs. Who did? 

Mr. Mansvure. Merritt, Chapman & Scott. 

Mr. Brooxs. Begun in their name? 

Mr. Mansvunre. They said they had done this job and were qualified 
to do the work. 

Mr. Brooks. The facts later bore out that they had completed a job 
for someone else and all of the facts about that are pretty much avail- 
able if you want to check the records on it. And in addition to that, 
wasn’t it true—I don’t mean to interrput you, Mr. Elliott, go ahead. 

Mr. Mansure. He seems to recall that, so could he answer that ques- 
tion? He was there. 

Mr. Brooxs. Where was he? 

Mr. Mansure. At this meeting you are asking about. 

Mr. Brooks. He recalls it, but you don’t recall it. 

Mr. Mansvre. I don’t recall] that particular phase that you are 
bringing out about Merritt, C hapman & Scott operating in C uba, be- 

cause Iam not familiar with that, with the particulars of their op- 
erating there. 

Mr. Brooxs. You don’t recall Cremer saying they were not quali- 
fied to operate there? 

Mr. Mansure. Yes; I recall that. That was the heat of the dis- 
cussion. 

Mr. Brooks. All right, Mr. Elliott, do you remember the details? 

Mr. Exxiorr. Yes; I was present at the meeting in Mr. Mansure’s 
office on July 27, when the representatives of Merritt-Chapman and 
Frederick Snare were present. I might say also I remember it fairly 
well because that was my first appearance with respect to any of the 
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negotiations for the selection of a construction contractor, so.I was 
fresh, and there was a fairly clear imprint for that reason. Mr. 
Cremer expressed some great disappointment about a prospect of a 
joint venture. He said that Snare had done work in Cuba for years, 
they were highly qualified in Cuba, they knew Nicaro and he throught 
they could carry it on all alone, and he said—I think he was careful to 
say that without reflection on the general abilities of Merritt-Chapman, 
he felt that they had done relatively little or no work in Cuba, and 
that they were not eligible to do work in Cuba. 

Mr. Schott, of Merritt-Chapman, said that he felt Merritt-Chap- 
man was fully qualified to do the whole job without Frederick Snare, 
that they had done a little work in Cuba, that he felt that they were 
eligible and that they had done many paper plants and other chemical 
plants. 

Mr. Brooxs. Not in Cuba? 

Mr. Exxiorr. Not in Cuba, no, but foreign plants. He said they 
had done a great deal of overseas work in a lot of other companies 
and they were perfectly qualified to do it. He said they were willing 
to go along with Frederick Snare, but they would prefer to have the 
whole job themselves. At that point Mr. Mansure said: 

We are not going to put all our eggs in one basket, we are going to have two 
companies. We want the combined resources and skill. You each have a con- 
tribution to make that the other doesn’t have. We want you both together, an 
if you two can’t get together and do this, then we will have to go out and find 
some other folks. 

Mr. Mansvre. Two other companies. That is correct. 

Mr. Brooxs. Now do you recall that? 

Mr. Mansvre. Oh, I recall that, but I still don’t recall the question 
of being able to do business in Cuba. 

Mr. Brooxs. You still don’t recall that? 

Mr. Mansure. I recall the question but I don’t recall the solution to 
it because I am not familiar with the laws, what is required. I remem- 
ber this discussion very vividly, yes. 

Mr. Brooxs. Now the Merritt-Chapman & Scott folks said they had 
done some work in Cuba ? 

Mr. Mansvure. Yes. 

Mr. Brooxs. They didn’t allege they had done a lot? 

Mr. Mansure. No, they said they did this one job in Cuba, they were 
very specific. 

Mr. Brooks. Did they point out they had sufficient Spanish-speak- 
ing personnel in Cuba on a foreman and management level and that 
they had background in Cuba? 

Mr. Mansure. When that part of the discussion came up, they 
laughed and said “We have done work all over the world,” and they 
started to cite the Latin American work they had done, and I can’t 
recall all of the places because I am not familiar enough with them. 
But that is where the discussion became very heated. 

Mr. Exxiorr. Mr. Chairman, Mr. Pinkley tells me that, as he recalls 
the meeting, he was the one, rather than Mr. Cremer, who raised the 
question as to whether Merritt-Chapman were qualified in Cuba. 

Mr. Pinker. They stated that they were. 

Mr. Exxiorr. I thought it was Mr. Cremer, but I am not aboslutely 
sure. I am sure the question was raised and I think we are in agree- 
ment that Mr. Schott said they were. 
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Mr. Pinkiey. That is right, he definitely said they were. 

Mr. Brooxs. Well, I would like to read at this time a letter dated 
November 1, 1954, to the chairman of the Nickel-Graphite Committee, 
Mr. Pinkley, from W. C. Strecker, your GSA engineer. 


Report on trip to Havana and Nicaro: In accordance with your instructions, 
I proceeded to Havana October 21, 1954, and met Mr. Brown on the morning of 
October 22, 1951. At the Snare offices, Mr. Gamba, of Snare Corp., and Mr. 
Myers, of Myers Lead, Mr. Brown and I interviewed most of the prospective 
bidders on the housing. Copy of the bids furnished is attached. In the after- 
noon, Senior Lovoa took Mr. Brown and me on an inspection trip of houses he 
had built in Havana, during which trip we visited his pliant. 

Houses are reinforced concrete. He pours slab and walls are formed by pre- 
forced slab cemented in place between the columns. The roofs are concrete slab 
poured into place and anchored to top of columns. Houses are very attractive, 
substantial, economic and can be built quickly. 

Mr. Brown and I agreed if Senior Lovoa is the low bidder, we will be assured 
of a most satisfactory housing installation. We did not look at any other sample 
houses, but Mr. Gamba assured us other bidders are equally qualified. I went 
to the plant and found Mr. Mitchell in bad health. It is doubtful whether he 
will be able to stay in Nicaro much longer. The matter of his successor should 
be considered. I discussed the pilot plant. He thinks he can complete it by 
January 1955. However, the apparatus is of a portable nature and could be 
easily relocated elsewhere in the plant if Snare-Merritt proposes to relocate 
the pilot plant during the next few months. 

It appears that the bulk of the work in the pilot plant is research work of an 
operational nature. The plant metallurgist is also performing operational re- 
search. Both men appear to be operating independently of Dr. Dean. I recom- 
mend that this entire research and development program be reexamined, since I 
do not believe it practical for the superintendent of the pilot plant to work for 
Mr. Neederman and Dr. Dean at the same time. 

If Dr. Dean’s function is simply to direct the operations of the laboratory at 
Montclair, I think we might well dispense with his services. Furthermore, if 
the pilot plant is to be used for the most part as operational research, there is no 
justification for the continuance of the present fee to National Lead for re 
search and development. 


This letter goes on. 


Mr. Pelton, the superintendent of maintenance, has been asked to resign effec- 
tive September 30, 1954. The handling of this particular case is another ex- 
ample of the ineptitude of the general manager and is not building the morale 
of the rest of the staff. The proposal to give Mr. Pelton’s job to Mr. Gallagher 
is unwise. Mr. Gallagher does not have sufficient experience in that kind of 
work. His experience along those lines is questionable. 

Mr. Brown and I both think that Contini should be given the opportunity to 
demonstrate his ability to handle Pelton’s job. This whole case points again to 
the fact that 2 maintenance departments are still operating at the plant, 1 under 
Pelton and the other under Kilburn. National Lead should extend its efforts to 
locate and engage a competent plant engineer. 

I have visited the mine and toured the area with Mr. White. He has given 
up the idea of using—he has completed a system of roads to reach all present 
mining areas. There is no doubt he is an outstanding mining superintendent. 
Now on Wednesday afternoon there was a meeting in Mr. Brown’s office, at- 
tended by Messrs. Brown, Martino, Pelton and myself, Needermeyer, Borman, 
Dementel, Coldberg and Rathus. There appeared to be considerable confusion 
as to the method used in determining what expenses should be capitalized. 
Martino suggested that the instructions were perfectly clear, that NPC should 
have a man assigned to study the regulations and familiarize himself with them. 
NPC objected to the idea and Mr. Needermeyer suggested that the National Lead 
System should be used. I expressed the opinion that if National Lead wishes to 
submit its system as an alternate to the regulations already established, that 
the committee would entertain such a submission. 

One of the points at issue was the 17 railroad flatears. Two of these cars 
have acquisition costs, while the other 15 are being furnished at no acqusition 
cost. In aceordance with GSA Comptroller’s letter dated January 21, 1953, 
funded freight or nonfunded equipment shall not be capitalized but charged 
to operations. 
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Mr. Brooxs. This letter appears to be in conflict with the commit- 
tee’s instructions for the capitalization of items. 


I informed the NCP representatives that the Nickel-Graphite Committee had 
the responsibility for the operation of the plant and any instructions issued by 
other departments or divisions of Government to the NPC, which were in con- 
flict with the committee’s instructions should be referred immediately to the 
committee for clarification. 

The expansion program is moving slowly. National Lead has its project 
manager, Mr. Niedermeyer on the job, and Snare-Merritt has five persons, 
Snare-Merritt also has some mechanics and laboreres assembling construction 
equipment, clearing the site for the houses. H. K. Ferguson has a field party of 
four persons making field plans for the design. 

In view of the fact that the prime contractor and subcontractor are all rep- 
resented at the site, I recommend Mr. Lenerom be sent to Nicaro as soon as 
possible so he will not be faced with an orientation problem at some later date. 
This reflects November 1, 1954, some of the problems that we were faced with in 
running that many-headed program in Nicaro. 


Mr. Brooks. I would like to read a shorter letter at this time dated 
May 17, 1955, which is to the chairman of the Nickel-Graphite Com- 
mittee, Mr. Pinkley, from the Chief of Plant Operations, this is 
Mr. Strecker, it has to do with the Singmaster and Breyer people 
proposal of May 12, 1955. 


The following comments are offered in connection with Singmaster and 
Breyer’s proposal of May 12. 

1. Professional services in connection with the expansion should be con- 
tinued. Readjustment of the fee appears to be in order. However, I could not 
agree with their belief that the workload will be increased without specific ex- 
planations of where that increase will occur. 

2. Economie valuation of the production of nickel metal appears to be within 
the capabilities of the committee. We have proposals which establish the cost 
of conversion. That cost, plus the cost of powder or sinter must be lower than 
the market price. I question whether we are interested in the technical factors 
unless we propose to incorporate this conversion under the present operation. 
Otherwise, the technical aspects are governed by the specifications for the end 
products which is a problem of whoever we may contract with for that product. 

3. This appears to duplicate the existing research and development program. 
I question whether we could justify such a duplication. 

4. The ore supply is vital to the expanded plant. I would be unwilling to leave 
the solution of this problem to Nickel Processing Corp. 

5. There appears to be no one in the present National Lead or Nickel Process- 
ing Corp. organization or in their subcontractor organizations fully qualified in 
pilot-plant design. Singmaster and Breyer’s services in this connection would 
ensure that past mistakes would not be extended to the new pilot plant. 

6. I am not fully informed as to the policy governing the offering of the plant 
to private enterprise. It seems a little early to engage professional ass’stance 
in this connection when we will not know for at least 18 months what the ex- 
pansion has cost. If items 2, 3, and 6 were eliminated, the remainder probably 
would be justified. 

W. C. STRECKER. 

Was that ever brought to your attention, Mr. Mansure ¢ 

Mr. MAnsvre. No, I didn’t see those letters. That is up to the 

I 
division handling this operation. 

Mr. Brooks. On December 28, 1955, the subcommittee staff read a 
letter, in the regular GSA files av ailable to them for looking at from 
Mr. Mansure, yourself, to Mr. Sherman Adams. They asked to have 
the letter photostated along with several others. They received the 
other photostats but were told the chairman of this subcommittee 
could have the letter to Mr. Adams if he would write a letter asking for 
it. The letter did nots eem particularly important, but I was ‘hop- 
ing that you might explain this correspondence to the subcommittee 
at this time. 
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Mr. Exniorr. Mr. Chairman, was—— 

Mr. Brooxs. My question was addressed to Mr. Mansure, Mr. 
Elliott, and I would appreciate it if you would allow him the oppor- 
tunity to answer it. 

Mr. Mansvre. I am very glad to answer it, Mr. Chairman, but I 
will have to get a ruling from counsel because this is privileged cor- 
respondence. It isn’t that we don’t want to make it available, but we 
have to have a formal request for it. 

Mr. Brooks. You understand this was in the regular file and they 
just looked at it as they looked at these other letters trying to under- 
stand what went on at Nicaro. We are not asking for any top-secret 
defense information or building plans that might affect the security 
of this country. We wouldn’t want it. 

Mr. Mansvre. But it is White House correspondence. 

Mr. Brooks. It was in this general file and now at this point it has 
become questionable. You might discuss it and see what you decide 
there. 

Mr. Harpy. It is the same old problem, Mr. Chairman. 

Mr. Mansvre. The problem is that the letter to now had not been 
requested and so we just felt that we should ask the White House 
for clearance for using the letter, and if the committee requests it, it 
is perfectly all right to present the letter to the committee. 

Mr. Brooks. Good. I just wondered why it couldn’t be done. 

Mr. Mansvure. We were just following procedure. 

Mr. Exuiorr. It wasn’t our letter, sir. 

Mr. Brooks. It was in your file. There was no question about let- 
ting us look at it. 

Mr. Exxiorr. I know, but it was addressed to somebody else. It 
happened to be the White House, but if it had been another depart- 
ment, we should get a request for it. 

Mr. Brooxs. Since you have it here, we will read it. It is Janu- 
ary 18, 1954. 
nan Sherman Adams, Assistant to the President, White House, Washington, 

> 

Dear Governor Adams— 


this is from Mr. Mansure, Administrator. 


Dear Governor Adams: This Administration has operated the Nicaro nickel 
plant, Nicaro, Cuba, for the past 2 years to augment the free world’s critically 
short supply of nickel. As the supply still falls far short of meeting civilian 
defense and stockpile requirements, the Director of Defense Mobilization has 
authorized 75 percent expansion of the plant’s 28 million pounds annual capacity. 

Borrowing authority funds totaling $45 million have been made available. As 
there is urgent need to save time, we propose to accomplish the project by nego- 
tiated contract rather than to wait for completion of the plans and specification 
as required for competitive bidding. 

On the basis of nonqualification, we are considering two contractors, the H. K. 
Ferguson Company of Cleveland, Ohio, as architect-engineer, and the Frederick 
Snare Corp. in New York for the construction. Ferguson has performed the pre- 
liminary surveys and engineering planning of the project, and because of the 
experience and know-how already acquired are considered best qualified to pre- 
pare the final plans and specifications. Snare built the original Nicaro plant and 
performed the startup rehabilitation in a highly satisfactory manner. They are 
well organized in Cuba with excellent labor and public relations, and are now 
engaged in a major project there for the Navy Department by whom they are 
well regarded. 
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Knowing your very live interest in such matters, I am making our tentative 
plans known to you before entering into any contractural commitments and shall 
appreciate any suggestions or comments you may care to give me. 

Sincerely yours. Edmund F. Mansure, Administrator. 

Mr. Harpy. When did Snare get those good public relations ? 

Mr. Mansvre. That is a good question. 

Mr. Brooks. It was more interesting than I thought it was going 
to be, to tell you the truth. 

Mr. Mansvure. Their public relations in Cuba are fine. If they were 
as good here, it would be excellent. Now, what I had reference to 
was that they are highly thought of by the Cuban Government. They 
have greatest respect for them, and they have had a good record of 
labor relations. There is a lot of difference between selling your 
wares. Many eee can do a good job but can’t sell their wares. I 
think there should be a combination of both. 

Mr. Harpy. Don’t you hate to get hooked up with a fellow who isa 
better salesman than performer ? 

Mr. Mansure. Ido. That is really why we wanted to check with 
as many people as we could on all of these contractors who were sub- 
mitting their qualifications. 

Mr. Harpy. I have one other question, then I will be through. 

Mr. Brooks. I will yield to Mr. Hardy. 

Mr. Harpy. A little earlier we were discussing the progress that had 
been made and whether or not this job is on schedule, and I believe 
you indicated that it is on schedule. 

Mr. Mansvre. It is practically on schedule. I would like Mr. Pink- 
ley to bring the committee—I was hoping that we could tell the com- 
mittee just what we are doing. 

Mr. Harpy. I have some specific questions in that connection and 
first of all I wanted to be sure whether that is an accurate statement 
that it is substantially on schedule. 

Mr. Mansvre. Substantially, yes. 

Mr. Harpy. I don’t care about the exact figure. Of course, it could 
be argued that if Frederick Snare were in there by themselves they 
might be ahead of schedule. 

Mr. Mansvure. We were 52 percent of completion on November 30. 
Now, we hope to have this whole expansion program done prior to 
December of this year. 

Mr. Harpy. Prior to December of this year? 

Mr. Mansure. Yes, our shooting date is October. That is our goal. 

Mr. Harpy. October was your original goal? 

Mr. Mansvre. Yes. 

Mr. Harpy. Then you will be maybe 3 months behind the original 
schedule ? 

Mr. Mansure. October to November is just 1 month. 

Mr. Harpy. October 30? 

Mr. Mansvure. Yes; we think we can still hit the end of October. 
That is supposition. It depends entirely on the weather. 

Mr. Harpy. One other question: In the performance of this con- 
tract, how is the division of personnel as between Snare and Merritt- 
Chapman & Scott? 

Mr. Mansvre. I will have to have Mr. Pinkley answer that, but I 
would like to say before he gives you the answer that the division of 
personnel was worked out at the specific request of Mr. Cremer, who 
was chairman of the operating committee. 
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Mr. Harpy. I just wanted to know what it is. 

Mr. Mansvure. Mr. Pinkley, will you answer that? 

Mr. Harpy. How many supervisory personnel and engineers does 
rrr Snare have, and how many does Merritt-Chapman & Scott 
have 

Mr. Prnxtey. At the actual job site at Nicaro I don’t think there 
are any Merritt-Chapman & Scott people. There is one Merritt- 
Chapman man in Havana, a man and a gir! there. 

Mr. Harpy. I ask that because of Mr. Cremer’s testimony. You 
read that testimony ¢ 

Mr. Prnxtey. I heard Mr. Cremer testify yesterday, but Mr. Cremer 
was a little optimistic. I doubt if there are more than 100 actual 
Snare employees on the job in Cuba. The balance are common labor, 
sugar cane people, people they pick up from one job to the next. 

Mr. Harpy. He mentions that in his testimony. 

Mr. Pink ey. I didn’t see that. 

Mr. Harpy. Just to refresh your memory about that, Mr. Cremer 
says: 

We have one Merritt-Chapman & Scott man who is in charge of the Havana office. 


Mr. Pinxtey. That is right. 

Mr. Harpy. Then he mentions what that office does, and then he 
sayS— 
so that man handles these functions with the small staff we gave him. 


That is what Cremer says. Then he says the balance of the field 
organization is Frederick Snare’s men. 

Mr. Prnxtey. That is right. 

Mr. Harpy. He says they are mostly men who operated on previous 
episodes in connection with the development of Nicaro. Then he 
says, in response to a question as to how many men Merrit-Chapman 
& Scott have sent down on this project during the first 6 months, he 
says: 

They sent men down. Mr. Purdy, my assistant, has been down several times. 


Now, does Mr. Purdy spend most of the time in New York? 

Mr. Pinxtey. I think so. 

Mr. Harpy. I wonder if you can tell us how he assists him in New 
York, what his duties consist of? 

Mr. Pinxtey. I can’t offhand, but I can later. 

Mr. Harpy. A further comment of Mr. Cremer is aside from that in 
the field, the men have all been Frederick Snare Corp. men. A lot of 
the laborers have been picked up, they would be new men. The staff is 
practically all old Frederick Snare foremen, is that correct ? 

Mr. Pinxtey. But there are actually only seven to a hundred real 
Snare people. 

Mr. Harpy. But that being the case, if all of the supervisory per- 
sonnel were Snare men, if Mr. Cremer’s assistant, Mr. Packs, seldom 
does go down, goes down occasionally and spends the rest of his time in 
New York, will you tell the committee specifically what Merritt- 
Chapman & Scott are doing to earn their $500,000 fee? 

Mr. Pinxiey. Mr. Purdy is the head, the actual acting project 
manager. Mr. Cremer, while he has that title, moved out of that job 
back ii’December or January of last year... There are quite a number 
of Merritt-Chapman people in the New York office. I don’t know. 
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My job is to keep this thing rolling and I don’t know which of the 
Merritt-Chapman mea—— 

Mr. Harpy. You said somebody was actual project manager, Mr. 
Purdy ¢ 

Mr. Pinxey. He is the acting manager in New York. 

Mr. Harpy. And he doesn’t operate in the field ? 

Mr. Prnxtey. He goes to Nicaro about once a month to see how the 
project is going. 

Mr. Harpy. I don’t know a thing in the world about this, I am 
merely trying to find out. 

Mr. Mansure. Congressman Hardy, I would like to answer that 
question. sen 

Mr. Harpy. If you have a better answer than Mr. Pinkley, all right, 
but if you don’t, you had better sit still. 

Mr. Mansvre. I have the answer to the question if you want it. 

Mr. Harpy. Fine, I would like to have it. 

Mr. Mansvure. I am sorry that Mr. Cremer brought this up, but as 
long as he has, I have to answer the question. One of the biggest prob- 
lems [ have had since this program started is Merritt-Chapman & 
Scott’s insistence upon having more personnel in Cuba, and Mr. 
Cremer’s insistence just as strong that they do not have their personnel 
there. 

Now they are working that out between themselves, but it is certainly 
no fault of Merritt-Chapman & Scott that there are not more people 
there. 

Mr. Harpy. That may be, Mr. Mansure, that may be 100 percent 
accurate, but I get right back to the question that I raised a moment 
ago that has not been answered, specifically what is Merritt-Chapman 
& Scott doing to earn their $500,000 fee ? 

Mr. Mansvre. Of course, there is a lot more to a construction pro- 
gram of this type than the actual pouring of the concrete or the build- 
ing of the walls by laborers. 

Mr. Harpy. You don’t need to tell me that. I have been through 
those things myself. I would like to know specifically what it is. 

Mr. Mansvre. That is what it is. 

Mr. Harpy. What? Such as? 

Mr. Mansvure. Well, one of the important things is the purchasing 
of this highly technical equipment which is being used. 

Mr. Harpy. Now we had some testimony about that the other day. 

Mr. Mansvurze. Well, I do have to say in all fairness to Merritt- 
Chapman 

Mr. Harpy. I am not critical of Merritt-Chapman & Scott; I 
merely want to know specifically what they do to earn that $500,000 
fee. 

Mr. Mansvre. Well, I think that Merritt-Chapman & Scott and 
Frederick Snare will have to answer that because I am not qualified to 
do it. 

Mr. Harpy. All right. I thought you were probably not in a very 
good position to answer it. That 1s why I tried to help you out of this. 

Mr. Mansvure. Mr. Cremer is the one who is insistent upon this 
relationship. 

Mr. Harpy. That may be, and I certainly am not commenting on 
that particular phase of it. It may be they are not working too well 
together. I don’t know about that, but if they are not, then it would 
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seem to me maybe it was a mistake to require that the two go in there. 

Mr. Mansure. Well, we are getting excellent results out of it any- 
way, the Government is. 

Mr. Harpy. I am in no position to say whether Snare should have 
had it or Merritt-Chapman & Scott should have had it all. I don’t 
know. 

Mr. Mansvre. Well, I think they can answer that. 

Mr. Harpy. Thank you, Mr. Chairman. 

Mr. Brooks. Mr. Riehlman, do you have any questions at this point? 

Mr. Rreniman. Just 1 or 2. Mr. Mansure, I was not here Friday, 
but I have been reading over the testimony and that of Mr. hee: 
particularly, and I am “quite interested in getting from you a direct 
answer whether you directly or indirectly insisted upon Balmer & Co. 
being considered in this insurance brokerage program ? 

Mr. Mansvre. I did not, sir. Did you hear the testimony this morn- 
ing on that? 

Mr. Rrenuman. I heard part of it; yes sir. 

Mr. Mansvure. Well, that was the entire thing. The way Mr. 
Balmer’s name came into this was as I testified this morning, if Cremer 
wanted the name of insurance brokers, he could get some insurance 
brokers. At the time we discussed this I didn’t even know they were 
interested in the insurance program. I didn’t know anything about 
that until I first had the call from Mr. Shafer in January. 

Mr. Rrentman. Well, after you heard from Mr. Shafer did you ever 
insist upon Mr. Cremer giving this insurance to their company, or 
insisting upon the insurance company brokeraging this through the 
Balmer Co. ¢ 

Mr. Mansure. I never insisted upon giving it to any individual 
company or individual. 

Mr. Rrenuman. Let me ask you this question: Are you aware of the 
FBI investigation that is being conducted on this whole contract ? 

Mr. Mawsure. Oh, yes, I am. 

Mr. Rimuitman. Have they conversed with you about this matter? 

Mr. Mansure. No, they haven’t talked with me about it because we 
haven’t been able to set a date on it, but I am going to talk with them 
on it. I was going to talk with them this afternoon if I had sufficient 
time. 

Mr. Rren_man. Mr. Chairman, I couldn’t find it in the record; was 
there any information given to the committee the other day with re- 
spect to the FBI investigation of Mr. Cremer and their company’s ac- 
tivities in these contracts? 

Mr. Brooxs. There was no testimony in the record on Friday that 
the FBI had been involved in it at all, although outside of that record 
Mr. Cremer told the committee staff director that the FBI men had 
been in his office and had looked over the records, but he didn’t say so 
in his testimony and he didn’t tell me what they talked about, other 
than that they were looking into the records of the Nicaro project. 

Mr. Rreniaan. Well, then during the hearings there were no ques- 
tions propounded to Mr. Cremer regarding the FBI inv estigation of 
this contract ? 

Mr. Brooxs. No, and he did not mention anything about it. 

Mr. Rreximan. I make this as a suggestion, before we close these 
hearings, we find out exactly how far the FBI went with its program 








184 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


and investigation and, if possible, we get from Mr. Cremer complete 
information as to how far they checked on their company’s activities, 

Mr. Brooxs. Well, he indicated to me that he had looked at all of the 
records. Is there a possibility we could get some comment from the 
FBI? 

Mr. Rrentman. That is a question I can’t answer, but I would like 
to know if possible from Mr. Cremer how far they went with respect 
to his company’s activities and also if they had gone into the Balmer 
contract on this insurance. 

Mr. Brooks. Well, ask him. 

Mr. Rieniman. I would like to have that done by the Chair, if 
possible. 

Mr. Brooks. Certainly. 

Mr. Rrentman. Those are the only questions I have. 

Mr. Broeoxs. Mr. Reuss. 

Mr. Reuss. Mr. Mansure, your job in selecting a contractor is to 
select the most honest, efficient, and competent contractor that you 
can lay your hands on without any regard to political considerations; 
is it not? 

Mr. Mansore. Right. 

Mr. Reuss. And I gather from this letter you wrote to Sherman 
Adams on January 18, 1954, that as of that time in that letter, which 
has just been read to you, you were recommending Frederick Snare 
Corp. for the construction contract. You said of them “Snare built 
the original Nicaro plant and performed the startup rehabilitation 
in a highly satisfactory manner. They are well organized in Cuba, 
with excellent labor and public relations, and are now engaged in a 
major project there for the Navy Department by whom they are 
well regarded.” 

Mr. Mansvre. Yes, sir. 

Mr. Reuss. The use of that language by you on January 18, 1954, 
indicated that you had tentatively, at least, concluded that Frederick 
Snare was competent, honest, and efficient, and would be a good person 
to contract with; is that correct ? 

Mr. Mansvure. I wouldn't ever change my mind on that phase of it. 

Mr. Reuss. Well, then, when you speak of a selling job having 
been done some months later when you speak of asking Frederick 
Snare’s manager, Mr. Cremer, to accompany you to the office of 
Republican National Chairman Leonard Hall, the word “selling job” 
means political clearance, doesn’t it ? 

Mr. Mansure. No, it does not. 

Mr. Revss. Well, you tell me what it means. 

Mr. Mansvre. First of all, let me answer your first question in 
which there is an inference. I never changed my opinion regarding 
Frederick Snare. Subsequent information made me question whether 
they had enough technical personnel to handle an urgent rush job 
alone. Now, they could have done the job. There is no doubt about 
that, but I still contend, and I will not change my position, that I 
feel it is better to have a spare tire in the car if you are going on a trip. 

Mr. Revss. I am not discussing that, Mr. Mansure, nor am I infer- 
ring that you ever changed your mind on Frederick Snare. Taking 
your observations as of January 18, 1954, at their face value, and 
those observations were that Snare was good, that it had built the 
original plant, that it was well organized, that it had good labor 
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relations, and that it was, as a matter of fact, then and there engaged 
in a project in Cuba for the Navy Department, I now ask you what 
the purpose of the visit to Leonard Hall was if it was not political 
clearance ? 

Mr. Mansure. Well, the purpose of the visit to Leonard Hall was 
a request on the part of Cremer so that he could convince other people 
that they were a good contractor. 

Mr. Reuss. Why did he have to convince other people? Why 
wasn’t it enough that he convinced you, the auly delegated and au- 
thorized boss, who was to give out this contract? 

Mr. Mansvre. He so felt. I cannot say what his thinking was. 

Mr. Reuss. And nothing you ever said or did gave him the queasy 
feeling that maybe he ought to go see Leonard Hall? 

Mr. Mansure. I couldn’t convince him that there weren’t some 
forces working against the Frederick Snare Co. 

Mr. Reuss. You tried to convince him that there were no forces? 

Mr. Mansvurg. Yes. 

Mr. Reuss. If that is so—— 

Mr. Mansure. It wasn’t just Frederick Snare. Every one of these 
companies thought that somebody had to peddle their peanuts for 
them. 

Mr. Revss. If that is so, why didn’t you then and there conclude a 
contract with them? Why did you waste his time and your time going 
over to see Leonard Hall if you had full confidence in him ? 

Mr. Mansvre. I didn’t go to see Leonard Hall on that. I went to 
see Leonard Hall on another matter, and I took him along because he 
asked if he could talk to Leonard Hall. 

Mr. Reuss. Why did you want to dilute the conference you had with 
Leonard Hall on some other subject by bringing up what you said 
was irrelevant? Why take him to Hall? 

Mr. Mansure. Out of courtesy to a man trying to secure a $43 mil- 
lion contract. 

Mr. Reuss. Did you try to disaude Mr. Cremer from going over 
with you, telling him it was unnecessary ? 

Mr. Mansure. I told him that before. I told him that he should 
have some congressional support, some recommendations as to the 
qualification of their company, that other companies had received 
that. 

Mr. Reuss. But your position and your testimony is that Frederick 
Snare’s representatives coming over with you to see Chairman Leon- 
ard Hall was in no way for any political clearance. 

Mr. Mansvure. That is right. I wanted to convince him. He felt 
that he was being opposed by undisclosed interests here in Washing- 
ton, and you sae t convince him that he was not. We tried to have 
everyone understand that these contractors were being selected on 
their merits, and the jobs that they had done in the past in this par- 
ticular field. 

Mr. Reuss. Wouldn’t the best method you could have adopted to 
convince Frederick Snare that he wasn’t really in fact opposed by 
undisclosed interes*s, and that that was all a delusion on his part, 
wouldn’t the best thing you could have done to convince him of the 
foolishness of his fears to have been to have given him the contract 
then and there? 
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Mr. Mansvure. Sure, it would have satisfied him very much to have 
the whole contract. 

Mr. Reuss. Or such part of it that you felt he should have? 

Mr. Mansure. We weren’t in a position to give the contract to any- 
body at that time. This was before our negotiations. This was before 
we had narrowed this down to the final companies we were going to 
decide on. The Frederick Snare people started on this from the very 
beginning because of the fact that they had had this before them. 
They were determined they weren’t going to lose any part of this con- 
tract. 

Mr. Reuss. Let us pass now to the question of insurance and let me 
ask you what in your opinion is the economical function of an insur- 
ance broker in an insurance brokerage contract of this nature ? 

Mr. Mansvre. I couldn’t answer that because I don’t know. 

Mr. Reuss. Mr. Cremer testified here, Friday, and you have had 
an opportunity to study his testimony, that, and I am quoting from 
page 94 of the transcript, Mr. Brooks asked Mr. Cremer: 

Normally, when you appoint brokers for your operations in Cuba what criteria 
do you and Snare try to look for? 

Answer: The general business practice is to appoint a man of high standing in 
the community and one who will be of service to the assured not only in respect 
to the business at hand, but in other ways. There are numerous things in 
keeping contractors advised, for example, what is going on and when troubles 
come up in regard to the policy, wages paid, or rates that apply, they represent 
the contract in negotiations with the Labor Department of the Government, and 
sometimes the labor unions. 

He goes on, but, in general, Mr. Cremer seemed to think that it 
was quite important who should be appointed as insurance broker, and 
that he had a very real function to fulfill in terms of picking the 
proper terms of advertisement, in dealing with governments, labor 
unions, and so on. 

You don’t know of anything to negate that observation of Mr. 
Cremer’s, do you ? 

Mr. Mansure. Well, I would like the people who did the brokerage 
on it to answer that question and explain probably some of the 
reasons why Mr. Cremer would like to select another broker. I don’t 
know, but I would like them to explain that. 

Mr. Reuss. But as far as you know, Mr. Cremer’s reasons are valid 
and the job of a broker is an important one? 

Mr. Mansvre. I don’t know, and I wouldn’t accept his complete 
statement on his reasons. I have reservations on that. 

Mr. Reuss. All right. What position does Mr. Balmer hold in the 
Republican Party of Cook County ? 

Mr. Mansvre. He is chairman of the executive committee. 

Mr. Reuss. You told a Washington Post reporter Friday night, 
if he reported you correctly in Saturday morning’s Waslrington Post, 
that Mr. Balmer was a long-time friend of yours, and that he “did 
more than any person in Illinois to assist in the nomination and elec- 
tion of President Eisenhower.” 

Mr. Mansovre. I said in my opinon. 

Mr. Reuss. Is that an accurate statement ? 

Mr. Mansvre. That is right, in my opinion. 

Mr. Reuss. On what do you base your opinion that Mr. Balmer is 
the No. 1 securer of the nomination and election in Illinois of Presi- 
dent Eisenhower? What did he do? 





Mi 
Mi 
Mi 
Mi 
elect 
Mi 
Mi 
that 
tive | 
adm) 
GSA 
Mi 
Mi 
Mi 
crati 
tion | 
mitte 
Mi 
Post 
Mi 
then 
regu! 
Mi 
tenol 
Mi 
I dor 
Mi 
M) 
Brov 
Mi 
M 
Ma 
M: 
have 
time: 
M: 
to Jy 
Mi 
answWw 
Mi 
Mi 
M 
Cren 
ano 
Scrip 
and | 
Mr. 
by M 
Mr. 
to the 
Mr. 
Mr. 


Mr 
West 





ry" 
re 


Ty 
m. 
mn- 


me 
ur- 


rad 
om 


pria 


g in 
pect 
; in 
bles 
sent 
and 


t it 
und 
the 
bor 
Mr. 


age 

the 
on't 
alid 


lete 


the 


ght, 
ost, 
‘did 


alec- 





GOVERNMENT NICKEL PLANT AT NICARO, CUBA 187 


Mr. Mansvure. Experience. I couldn’t go over that. 
Mr. Reuss. Just in a couple of sentences. 
Mr. Mansure. He isa very political strategist. 

Mr. Reuss. And he was active throughout the nomination and 
election ¢ 

Mr. Mansure. Prior to the convention and after the convention. 

Mr. Reuss. It was further indicated in the Washington Post story 
that Mr. Balmer, as chairman of the Cook County Republican Execu- 
tive Committee, wrote a letter or a series of letters on your behalf to 
ea officials recommending your present employment as 

SA director; is that correct? 

“~ Mansvure. That is incorrect. 

Mr. Reuss. Will you give us the facts on that ? 

Mr. Manscre. The Cook County Central Committee, as both Demo- 
cratic and Republican committees do, wrote a letter of recommenda- 
tion of my employment, and was signed by the chairman of that com- 
mittee, Edward Moore, and they are both here in the room, or were. 

Mr. Reuss. It seems to me what you are now saying bears out the 
Post reporter. 

Mr. Mansure. You said various people, they sent that letter to the 
then chairman of the Republican National Committee, which is a 
regular procedure done by both parties. 

Mr. Reuss. Did they as far as you know send a letter of that same 
tenor to Governor Sherman Adams? 

Mr. Mansure. If so it was referred by the national committee. 
I don’t know of any letter they sent. 

Mr. Reuss. How about a letter to Attorney General Brownell? 

Mr. Mansvre. I don’t know of any letter to Attorney General 
Brownell. 

Mr. Reuss. So far as you know, there was just one letter? 

Mr. Mansvre. To the chairman of the national committee. 

Mr. Reuss. How many times did you see Mr. Balmer during 1954? 

Mr. Mansure. I wouldn’t be able to answer that because I would 
have to check back. I would say that I saw him probably a half doze» 
times throughout the year. 

Mr. Reuss. How many times did you see Mr. Balmer in 1954 pre» 
to July 16, 1954¢% 

Mr. Mansure. Well, I would have to check that, too. I could®’ 
answer that question. 

Mr. Reuss. Would it have been about 3 or 4 times? 

Mr. Mansure. About 50-50 throughout the year. 

Mr. Revss. Now, I call your attention to the testimony of Mr. 
Cremer, which he gave here Friday, and which I think you have had 
an opportunity to see particularly on pages 99 and 100 of the tran- 
script, and I would like you to pay particular attention to the questions 
and answers that I am going to read, the questions being directed by 
Mr. Brooks, the subcommittee chairman, and the answers being given 
by Mr. Cremer, on page 99. 

Mr. Brooks. Could you give me the name of the man and the incident relative 
to the suggestion that Balmer be the broker for this Cuban operation? 

Mr. Cremer. Mr. Mansure. 
Mr. Brooks, What did he tell you? 


Mr. Cremer. Well, this was the day after he got back from that trip to the 
West which was July 16, 1954. He stated that being from the Middle West he 
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had that atmosphere out there and people in general—suppliers of materials and 
equipment and insurance people, and everybody else felt that on a Government 
job the whole United States was involved. It was unfair to give all of the orders 
to easterners such as the way people in New York seem to work. Well, I told 
him we didn’t do that. We bought all over the country, if anybody could supply 
us better than a supplier in New York we were very glad to deal with them, and 
iu connection with the insurance he said he felt that also a chance should be 
given to the Middle West and suggested Mr. Balmer. I told him I would be very 
glad to talk to Mr. Balmer, and I asked him for his address. He said, “Well, 
I will send him in to see you.” That was the conversation. 

Mr. Brooks. This was during the negotiation on whether or not you were 
going to—— 

Mr. Cremer. This was during the last stages of the negotiations. 

Mr. Brooks. In the last stages of the negotiations for the contract to do the 
job in Cuba? 

Mr. CREMER. Yes. 

Mr. Brooks. And at that time he suggested that you have Mr. Balmer as the 
broker? 

Mr. CREMER. Yes. 

Mr. Brooks, And you didn’t even know him at that point? 

Mr. CreMer, No, I hadn’t met him. 

Now, bearing in mind that Mr. Cremer was under oath when he 
made that statement, and having heard me repeat these statements he 
just made I ask you whether those statements that Mr. Cremer made 
were true or false ? 

Mr. Mansvre. I didn’t say they were either true or false. I said, as 
I testified this morning, that his memory is not too good because it 
would have been a ee impossibility for me to have recommended 
Mr. Balmer as the broker on July 18, 1954, because I didn’t even know 
he was a broker. I said this morning that at a later date, not at that 
time, we discussed this matter of brokerage, and I merely referred to 
Mr. Balmer as someone who could give him the names of brokers be- 
cause he told me, Mr. Cremer, that the only brokers that he knew were 
their New York broker, and their Cuban broker, and their Cuban 
broker is related to their Cuban resident partner. 

Mr. Reuss. Now, in the presentation which you made this morning 
you handed us a piece of paper indicating that in fact Mr. Balmer had 
taken out a license in I]linois as an insurance broker on May 6, 1954; 
is that correct ? 

Mr. Mansvure. That is correct, but I didn’t know that, That was 
developed by our organization, but I didn’t know about it. This was 
all information which we have developed subsequently. I am merely 
stating what I knew at the time. 

Mr. Reuss. And despite the fact that you had seen Mr. Balmer you 
thought roughly three times in the first half of 1954 he never disclosed 
to you at that time that he was an insurance broker ? 

Mr. Mansvure. He hadn’t disclosed to me anything about his busi- 
ness connections; that is right. 

Mr. Reuss. And when it was finally borne home to you months later 
that Mr. Balmer, to whom you referred Mr. Cremer, was in fact an 
insurance broker, that came as a thunderbolt to you, did it? 

Mr. Mansvre. No, it did not. 

Did you hear this morning’s testimony ? 

Mr. Reuss. Yes. 

Mr. Mansvure. I said very definitely that. after the second call of 
Mr. Shafer, 3 or 4 weeks or a month or so, I don’t recall the date, Mr. 
Balmer came into my office and said that he would like to bid on this 
brokerage business, he would like to be a broker. 
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Mr. Reuss. Yes, I heard that, Mr. Mansure. 

Mr. Mansvre. Is that any embarrassment to you? I said of course 
not, I said anybody in the country could go after that brokerage 
business. I would like to have seen a midwestern firm get it, but I did 
not say that this firm or that firm could have it nor did I say that any 
firm by name should have it. I did say I would like to see a midwest- 
ern company get it. 

Mr. Reuss. Had you known on July 16, 1954, on the day when you 
told Mr. Cremer to see—— 

Mr. Mansvure. I would not have discussed the matter. 

Mr. Reuss. Let me finish the question. 

Had you known on July 16, 1954, on the day that you asked Mr. 
Cremer to go see Mr. Balmer on the question of insurance brokerage, 
that Mr. Balmer was, then and there, in the insurance brokerage busi- 
ness, would have recommended to Mr. Cremer that he go see Mr. 
Balmer ? 

Mr. Mansvre. I have to correct your question because your suppo- 
sition is wrong. 

I said that Mr. Cremer is confused on his dates on July 16 because 
we didn’t discuss that matter, but if I had known I would not have 
done that; that is correct. 

Mr. Reuss. What was the date when you did discuss this? 

Mr. Mansore. First of all, I wouldn’t have discussed it with him 
because they hadn’t been selected as a contractor yet, No. 1; No. 2, I 
wouldn’t be as foolish to do a thing like that when I was still negotiat- 
ing the contract. 

Mr. Reuss. When was it that you had this discussion with Mr. 
Cremer ¢ 

Mr. Mansvre. I testified this morning that I could not identify the 
time. It was some time subsequent to that. You must remember 
that. in all of these negotiations we had literally hundreds of discus- 
sions over a period of several months. This was a highly complex 
operation. My interest in the insurance program was so incidental 
that I never gave any thought to the thing until after the first of the 
year when Shafer first came in to ask me about it. 

Mr. Reuss. And I think your testimony has been that it was in 
January 1955, that you first heard that Balmer was a licensed insur- 
ance broker; is that correct? 

Mr. Mansure. No; I didn’t hear it then. I testified on January 24, 
when Mr. Shafer came in was the first that I had considered there was 
any interest to this thing, because Mr. Balmer had sent him in, but 
even at that time I was not cognizant of the fact. 

Mr. Reuss. When did you find out Mr. Balmer was in the insurance 
brokerage business ? 

Mr. Mansure. The first time I definitely knew it was when he came 
in to talk to me after February 4, 1955, when Mr. Shafer talked to 
me. I don’t know what that date would be. The only reason I knew 
these dates is the fact they were on the calendar. 

_ Mr. Reuss. Well, I am trying to fix these dates. So it was merely 
in February 1955, that the great truth was first borne home to you 
that Mr. Balmer was an insurance broker ? 

Mr. Mansvre. I didn’t say anything about the great truth. I said 
after that date sometime was the time when he came in and asked if 
there would be any embarrassment, and there is no embarrassment in 
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anything that we do in the Nicaro operation, or any other, because we 
do everything on the top of the table. We don’t conceal anything. 

Mr. Revss. How much after February 4 did you find out that Mr, 
Balmer was an insurance broker ? 

Mr. Mansure. Maybe Mr. Balmer could give you the date. | 
couldn’t give it to you because I don’t know. 

Mr. Revss. Well, was it during the month of February or 
afterward ? 

Mr. Mansvure. I couldn’t say. I would have to check back and see 
when was the next time after that date I saw him. I don’t know. 

Mr. Reuss. Well, can you check back right now ? 

Mr. Mansure. No, I wouldn’t have any way of doing it. I would 
just have to go back and recollect. You realize I am testifying 
under oath, and cannot just pick a date out of the air. 

Mr. Reuss. Well, accepting the fact that it was some time after 
February 4, 1955, that you first found out Mr. Balmer was an insur- 
ance broker 

Mr. Mansure. And was interested in this insurance brokerage 
matter. 

Mr. Reuss. And was interested in this insurance brokerage mat- 
ter, how long after it was it that you had your conversation with Mr. 
Cremer, a conversation in which you have testified you told Mr. Cremer 
to go see Mr. Balmer to find out the names of some midwestern brokers. 

Mr. Mansure. Some time in the fall of 1954. 

Mr. Reuss. In September ? 

Mr. Mansure. Possibly. I don’t know. It was some time during the 
fall of 1954. 

Mr. Revss. So when Mr. Cremer testified that the date of this con- 
versation was on July 16, 1954, you say that that was a mistaken 
date, that that conversation took place in September or the fall of 
1954; is that right ? 

Mr. Mansur. I say it took place after the contracts were let. 

Mr. Reuss. All right, so we have pointed out one departure from 
the truth in Mr. Cremer’s testimony. 

Now, direct your attention to—— 

Mr. Mansvre. I don’t say it was a departure from the truth. I say 
he is wrong in his recollection. That is my feeling. 

Mr. Reuss. Well, if he said it was on July 16, and it wasn’t then in 
your opinion that is a departure from the truth. 

Now, let us address ourselves to the substance of what Mr. Cremer 
said and tell we whether or not Mr. Cremer spoke truthfully or 
spoke falsely when he said that you had told him to go see Mr. Balmer 
about Mr. Balmer’s Le out the insurance brokerage ? 

Mr. Mansure. No, I didn’t tell him to go see Mr. Balmer about 
taking out the insurance. I told him to ask Mr. Balmer about the 
names of some brokers in the Midwest. ‘ 

Mr. Revss. Well, then, when Mr. Cremer answered “Mr. Mansure 
in response to this question : 

Could you give me the name of the man and the incident relative to the sugges- 
tion that Balmer be the broker for this Cuban operation? 
are you telling us that he testified falsely before this committee on 
Friday ? 

Mr. Mansvure. I don’t know what he testified to. I say that this 
time that he is talking about on July 16, I could not have possibly 
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talked to him about this because he had not yet been selected as the 
contractor on this job. 

Mr. Reuss. Yes, I understand it. 

You say that in your recollection this conversation took place some 
time, probably in September, i in the fall of 1954. And my question to 
you is at that conversation, whenever it was in the summer or fall of 
1954, did Mr. Cremer testify truthfully here Friday when he said that 
you told him to go see Balmer about that insurance brokerage, and that 
Balmer should be the broker for the Cuban operation ? 

That is what he testified to. 

Mr. Mansure. Well, I can’t recall what was said. All I can say 
is that Mr. Cremer misinterpreted what I said to him. There was 
no pressure for them to select any broker. 

Mr. Reuss. Now, Mr. Cremer also testified that at that conversation 
you said that you would send Mr. Balmer in to see Mr. Cremer; is 
that correct ? 

Mr. Mansure. He said he would write him a letter, and I was trying 
to be helpful and I said writing him a letter won’t do any good. When 
he isin New York I will ask him to call on you. 

Mr. Reuss. Then your testimony is just diametrically opposed to 
that of Mr. Cremer in that it is your sworn testimony here this after- 
noon that you did not know that Mr. Balmer was an insurance broker, 
and that you did not send Mr. Cremer to see Mr. Balmer in his role 
of insurance broker, but that if you sent Mr. Cremer to see Mr. Balmer 
at all it was purely in Mr. Balmer’s role as something else? 

Mr. Mansvure. I subsequently knew Mr. Balmer was an insurance 
broker. 

Mr. Reuss. But that was many, many months later. 

Mr. Mansvre. Yes, that was after the period we are discussing now. 

Mr. Reuss. Mr. Chairman, at this point I want to earmark this 
page of the transcript for the staff’s attention. It seems to me there 
is a very sharp conflict in the testimony. Now, I would like to hear 
your testimony as to just why it was that you did send Mr. Cremer 
at that meeting in September 1954, or whenever it was, to see Mr. 
Balmer. 

Mr. Mansvure. Well, I wanted to have some consideration for the 
insurance broker. 

Mr. Reuss. And since Mr. Balmer wasn’t an insurance broker, to 
your knowledge, at that time, though it turns out, in fact, he was, 
and since you had no knowledge he had any knowledge on insurance 
brokerage, what technical assistance was he to give Mr. Cremer in 
picking an insurance broker ? 

Mr. Mansvre. There was no question on the insurance brokerage. 

It was a question of the Cuban law requiring an insurance broker. 
_ Mr. Reuss. What assistance did you think Mr. Balmer would be 
in selecting an insurance company for Mr. Cremer? I think unless 
there is some legal question involved we should let Mr. Mansure answer 
the question. 

Mr. Mansvre. He was just telling me the statement I made this 
morning. I said this morning he knew the brokers in the Midwest, 
and that is the statement I make now. 

Mr. Reuss. Now, you were quoted by the Washington Post in its 
Saturday paper as having said Friday: 


I wanted a western broker selected, someone friendly to the party. 
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By “party” you explained that you meant the Republican Party. 

Is that an accurate quotation of what you said to the Post? 

Mr. Mansure. We discussed that this morning. Congressman 
Hardy asked me about that, and I said that was probably an ill-advised 
statement to make. 

Mr. Reuss. Well, did you make it? 

Mr. Mansure. I made that statement to the press, yes. 

Mr. Reuss. Well, was that part of the reason given by you for send- 
ing Mr. Cremer to see Mr. Balmer ? 

Mr. Mansvre. Oh, there is no question about that. I testified to 
that this morning. 

Mr. Reuss. Your answer and your testimony is that it was part of 
the reason for sending him? 

Mr. Mansure. Yes. 

Mr. Reuss. Now, you testified you don’t have any idea what an 
insruance broker does in these matters, what his function is? 

Mr. MAnsvre. I don’t have any technical knowledge any more than 
any layman would have. As a matter of fact, I sometimes question 
why brokers are necessary. 

Mr. Reuss. Well, can you tell us what Mr. Balmer is doing to earn 
his very substantial fee in this matter ¢ 

Mr. Mansure. What would any broker do to earn a fee I don’t know. 
That would have to be answered by an insurance man. I am not 
qualified to answer. 

Mr. Revss. You can’t point to any single thing he has done to earn 
his fee ? 

Mr. Mansvke. I cannot other than that I again want to call your 
attention that the Cuban law requires a broker be employed on all 
insurance placed in Cuba. 

Mr. Reuss. That law would be satisfied by the employment of a 
Cuban broker, would it not ? 

Mr. Mansvure. It would be satisfied by the employment of any 
broker, as long as a broker is employed. 

Mr. Reuss. Well, now, let us just suppose that a broker is not a 
worthless appendage to an insurance transaction, but actually has 
a valuable and important function to fulfill, as I believe to be the case. 
Do you think it was proper to circumscribe the contractor’s choice of 
an insurance broker by asking that he go see the chairman of the 
Cook County Republican Party executive committee to get the names 
of some brokers ? 

Mr. Mansvrke. There is nothing wrong about that. 

Mr. Reuss. You see nothing wrong with that? 

Mr. Mansvre. No, I don’t. 

Mr. Reuss. Now, you testified this morning about Chicago ward 
politics, and I thought you expressed disapproval. I certainly have 
disapproval of a Chicago alderman, when you want to have an ex- 
tension on the driveway to your garage, assuming to tell you who 
you have to go to for the liability insurance on that little piece of 
construction work. Do you think that is all right ? 

Mr. Mansovre. It costs the same for brokerage whoever the broker 
is. They don’t restrict the insurance company. They just say that 
so and so has the brokerage on it. 
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Mr. Reuss. Well, do you think only insurance brokers approved by 
the Republican county committee of Cook County should be en- 
titled to the emoluments of Government work in Illinois ? 

Mr. Mansure. No, I answered that this morning. I said what I 
had been opposed to was the fact that the insurance has been placed 
during the past 20 years with a very small restricted group and I fa- 
vored spreading it around a little bit, giving some other brokers a 
chance to have some of the business. 

Mr. Reuss. And you thought that the reference to the executive 
chairman of the Cook County Republican Party was a good way of 
spreading it around ? 

Mr. Mansvre. I thought it was, yes. 

Mr. Ruess. Do you think it likely that he would be zealous to give 
independent brokers who were neither Republicans nor Democrats a 
fair look in on this business ¢ 

Mr. Mansure. Well, Congressman, I don’t see why a contractor 
should have any more right to favor friends of his than the party 
should have to favor friends of theirs. When you place your business, 
when you select someone that you buy your insurance from your in- 
surance costs are about the same, and you pick somebody you like to 
do business with, whether it is life insurance or automobile insurance, 
or casualty insurance, or whatever it is. 

Mr. Reuss. Well, you have stated what is in issue between us, Mr. 
Mansure, and I just want to say in conclusion that I see a very im- 
portant factor involved. I think it is quite important that the con- 
tractor on a Government contract be allowed a free hand to select that 
insurance broker which is going to do the most conscientious and com- 
petent and inexpensive job, particularly on a contract where the costs 
are passed on to the taxpayer, and that if we circumscribe that con- 
tractor’s freedom of choice in the selection of his broker by telling him 
that it has got to be a Republican insurance broker, or a Democratic 
insurance broker, or any other specialized kind of an insurance broker 
other than an honest and efficient insurance broker, I think we do the 
public a great disservice. 

Mr. Mansvre. I completely agree with that, and I think we should 
have carried that policy out during the past 20 years. 

Mr. Reuss. Fine, I think there have been mistakes on both sides. 

What horrifies me is that from your testimony this afternoon I don’t 
detect much disposition to improve matters, if they needed improve- 
ment. 

Mr. Mansvure. Very much so, if everybody will agree to let all of this 
business go strictly on its merit I would be the first one to advocate that 
program, but you have to break the ring some place and I hope we 
could break the ring. 

Mr. Reuss. I would say a good place to break it was right on this 
Nicaro deal. 

That is all, Mr. Chairman. 

Mr. Brooks. Thank you, Mr. Reuss. 

Mr. Younger. 

Mr. Youncer. Yes, I have some questions. 

Mr. Harpy. Why don’t we adjourn and reconvene fresh tomorrow? 

Mr. Brooxs. Mr. Hardy, Mr. Younger sat here and tried to absorb 
this while you were questioning. 

Mr. Harpy. I was merely being considerate of my colleague. 
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Mr. Brooks. He hasn’t asked a lot of questions. Let him have his 
opportunity. 

Mr. Harpy. I am in complete agreement, Mr. Chairman. 

Mr. Younger. I am perfectly willing to adjourn and start in the 
morning. 

Mr. Brooxs. While I am thinking about it, Mr. Younger, I want 
to thank you for your courteous attention and we are going to sit 
here until you are finished, and if it takes until tomorrow or next week, 
we will still be here. 

Mr. Younger. Thank you. I think we should because there seems 
to be a lot of testimony that has been given here that is considerably 
at variance. I think to those that sat here the other day and listened 
to the testimony and listened to the testimony today, there is considera- 
ble question about it. 

There are a few things I would like to try to clear up. You made 
a statement in your testimony in connection with talking with Mr. 
Balmer that you wanted any broker to be able to bid on the insurance. 
Was that your statement ? 

Mr. Mansvure. Right. 

Mr. Youncer. I understood that a broker couldn’t bid on the insur- 
ance, that only the insurance company could bid on the insurance. 

Mr. Mansure. Right. Well, you see, at the time I didn’t under- 
stand how the brokerage was placed. I was talking about my inter- 
pretation originally and then since then the broker is just assigned, 
whoever wants to be selected. 

. Mr. Youncer. That is what I am trying to get in. The difference 
here is that the insurance company bids for the insurance under 
sealed bids in this case? 

Mr. Mansvre. That is right. 

Mr. Youncer. The law requires that they must deal through a 
broker. 

Mr. Mansvre. That is right. 

Mr. Youncer. Any broker could get that business. They didn’t 
bid for it. 

Mr. Mansvre. That is right. 

Mr. Youncer. They had no connection with it at all or with the 
bidding or the selecting of a company as indicated by some of the 
questions on the part of our colleague awhile ago. It is simply the 
option on the part of either the insurance company or the contractor 
to select a broker? 

Mr. Mansvure. Correct. 

Mr. Youncer. That is correct, then. Now, in the past, has Mr. 
Balmer ever made any requests to you for help or Pet ey since 
you have been administrator of GSA? 

Mr. Mansure. Yes, he has, and I would like to introduce into the 
record some of his requests. Here is the complete group of them. 
I don’t want to read them in detail but they are available to the 
committee. 

On December 14, 1953, I wrote him regarding nickel and copper 
deposits in Alaska where he said there were some interests up there 
that thought they could produce nickel and copper. We gave them 
a fine review of the situation from the United States Bureau of 
Mines, and finally ended up in the letter and told him we are sorry, 
but as far as the Government is concerned, we are not interested in it. 
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Mr, Youncsk. That was in connection with some mining interests? 

Mr. Mansure. Yes. 

Mr. Youneer. What other requests did he ever make ? 

Mr, Mansvre. A request here regarding Air Force Command furni- 
ture. I believe this was on the west coast, out of our Seattle office. 
They wanted to know why a certain unsuccessful bidder did not get the 
order. I said, here the difficulty is with the supplier itself. 1f they 
knew of any irregularities, or in fairness they should have had one 
of their principals contact us immediately. The claim is another 
manufacturer in Minneapolis had an “in” or had influence. I can’t see 
how this was possible because these were sealed bids and everyone 
interested in it should have been there to observe it. This wasa mighty 
good order, bigger than one would have gotten from any individual 
department store or account. Therefore, someone completely familiar 
with their operations should give personal attention to a matter as 
important as this. 

The second charge is that this competitor obtained the business by 
not meeting an alternate to the specifications and by not following 
the specifica itions. We are informed by our Seattle office that this is 
not correct. However, thorough investigation is being made. 

At present this is the situation. The first bidder was $100,000 
higher on the bid on specifications than the other low bidder. On 
alternate bid, the first bidder was $12,000 higher than the lower bidder, 
and so it goes on and I say in conclusion already we have had a 
number of. long-distance telephone calls on this back and forth, on 
this particular matter, because of charges of influence and favoritism. 
There are none. 

Mr. Youncer. He was making an inquiry on behalf of whom? 

Mr. Mansvre. On behalf of one of the unsuccessful bidders on this 
contract. Now, the third request that was made was pertaining to a 
Chicago firm, two Chicago firms. We have gone to considerable ex- 
pense to have a thorough investigation made of this by sending two 
compliance men from W ashington to investigate the entire matter in 
Chicago. The following are the facts: 

The proprietor of one of the companies stated that in August 1953, 
it made a request to the Chicago region of GSA for information and 
guidance in obtaining Government business, and that in November 

1953, he had requested that his name be placed on the bidders list. He 
said, however, that he had never received an invitation to bid. In- 
vestigation disclosed that the Chicago region had listed his name to 
receive invitations, but there were no invitations for this particular 
nas covering work ever issued because this work is generally in- 
cluded in the larger projects awarded by the general contractor. 

He was awarded his opportunity in participating in the GSA busi- 
ness which would normally lay in obtaining subcontracts from the 
general contractor. PBS will give him an appropriate answer. 

The other complaint was from a stationery company. As far as he 
knew, his firm received all invitations to bid on class 53, that is office 
supplies. He indicated that he was interested in obtaining Chicago 
regional business and did not partic a irly desire to compete for the 
consolidated contracts awarded by the New York region or the Federal 
Supply Service contracts awarded in the W ashington region. 

The individual stated that another competitive company operated 
by the chairman, the national committeeman and the former chairman 
of the Democratic county committee was obtaining considerable Gov- 





196 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


ernment business, and he implied that favoritism existed. He did not 
advance any specific information to support this implication. 

We made a complete investigation of it. There was no favoritism 
at all. The other bid was the low bidder. He got the business, and 
that is the way we operate everything that we do in GSA. We will 
take these complaints from anybody. We receive them continuously 
from members of Congress. e run them down and we give them the 
answer. Those are the only things that Mr. Balmer has discussed 
with me and every time it was an unsuceessful bidder, not the success- 


ful bidder. 
Mr. Youncer. Now, a while ago you made a statement, and I quote: 


In the past, insurance has been given to a selective list. 


Mr. Mansvure. That is correct. 

Mr. Youncer. Now, for the information of the committee, will you 
furnish us that list and the amount of insurance that has been given to 
each of those brokers in the past? 

Mr. Mansvure. I wouldn’t have any possible way of doing that, 
Congressman Younger, for this reason: I have no access to where 
insurance has been placed. Now, there is no way that I would have, 
of course, of being able to get those names other than we have known, 
all of us, for many years that insurance business has been placed with 
those who have favorable recognition from the party in power. That 
has been an existing practice for a long time and I feel that this insur- 
ance, and particularly the brokerage should be spread around a little 
bit, and I would like to see both parties stop this practice. 

Mr. Youncer. Well, that is a consummation devoutly to be wished, 
I think, as our friend Shakespeare would express it, but I am inter- 
ested, since you make the statement, you must have had some evidence 
that there was a select list. 

Mr. Mansvure. Well, we all know many companies that get political 
insurance. I don’t see any reason for—I mean I can’t tell what those 
companies are, but I suppose that if we made a check we could show 
companies that have had business. 

Mr. Youncer. I think it would be interesting if you could make a 
check and see the volume of business that has been given and whether 
it has been consistently to 1 broker or 2 brokers, and then we could 
get those brokers in to find out what their affiliations are and how they 
get business. I think Mr. Reuss would be very much interested in that; 
wouldn’t you? 

Mr. Reuss. I would like to join with you in a request, Congressman 
Younger, that Mr. Mansure file with this committee any instances, 
either Democrats or Republicans, I don’t care who, where a contract- 
ing official of the Government has told a contractor with the Govern- 
ment that that contractor has to go see a political official to decide who 
his insurance broker can be. I would like any and all types of that. 
Let the chips fall where they may. 

Mr. Mansvure. Well, from a practical standpoint, that is like say- 
ing you would like to shoot at the moon. 

Mr. Brooxs. You mean that it is the usual procedure? 

Mr. Youncer. What shooting at the moon? 

Mr. Brooks. That is with some folks, but I was thinking whether 
or not that was a usual procedure for selecting insurance brokers. 
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Mr. Younger. Well, will you give that some study, Mr. Mansure, 
and see if you cannot furnish the committee as we have requested 
such information ¢ 

Mr. Mansvre. I certainly will. 

Mr. Youncer. Now, there was another question that came up in @ 
letter that was read a while ago by the chairman, Mr. Brooks, and the 
last two sentences of that say: 

In addition, this contention is not fair to the Cuban interests since they do 
not participate in the National Lead Co.’s profits. The Cuban interests came 
into the Nicaro project through a very positive stipulation of GSA. 

Will you inform the committee what that stipulation was? 

Mr. Mansvure. Well, that is an excellent question, Congressman, 
but that is in the former administration and you would have to ask 
those who were operating at that time. I think there is probably quite 
a bit of information available. 

Mr .Youncer. Well, isn’t there some information on that that you 
can get in the files? 

Mr. Mansvre. Possibly there is. I haven’t reviewed that. 

Mr. Youncer. Well, will you make an effort to review it and see 
whether or not you can. I would be interested to find out what that 
stipulation was. It was evidently made under Mr. Larson’s regime. 

Mr. Mansure. Made during the past administration, yes. 

Mr. Youncer. Let’s find out. In the first place, we are interested 
in carrying out promises which our Government employees make. 
Secondly, we are interested in whether or not it is a legitimate promise, 
and why it wasn’t carried out. 

Mr. Mansvure. I would like to get that quote so we can run that 
down. 

Mr. Younarr. Well, it is in the minutes. It is this letter here. It is 
Mr. W. C. Strecker’s report of May 25, 1953, your own engineer, his 
report. 

Mr. Mansvure. I would have to check into that. We will run that 
down. 

Mr. Youncer. Run that down and see what there is. 

Mr. Mansure. Yes. 

Mr. Youncer. Now, did you recommend a ‘Mr. Luther as a public 
relations man to the Snare Co. 2 

Mr. Mansure. That is another example of how a person’s memory 
can confuse him. One time out of a clear sky Mr. Cremer asked me 
when I said they had done a poor job, this was after I told him he 
had done a poor job in my estimation in selling and public relations, 
particularly here in W ashington, without any association to these 
previous conversations at all, he said to me, “How long have you known 
Frank Luther?” I said,“Well, I have known Frank Luther for almost 
back to college days. He lived in Chicago, I knew his family well. He 
: ume to Washington.’ » He said, “Well, what do you know about him ?” 

I said, “What do you mean, what do I know about him?” He said, 
“What does he do?’ I said, “Well, he represents a number of dif- 
ferent companies in the public relations field.” He said, “What do you 
think of him as an individual?” I said, “The very highest character 
and integrity.” 

That was a summary of a conversation. Nothing more was said. 

To my amazement several weeks later a friend : said to me, “Did you 
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know that Frank Luther is working for Frederick Snare?” I said, 
“Frank Luther working for Frederick Snare, no.” “Oh, yes, he has a 
new client.” I said, “Well, that is very interesting.” 

Now you put yourself in my position. Here is a person that I have 
known for many years as a personal friend, a contractor with the 
Government, employs him completely unbeknown to me. My reaction 
is “why?” I think when the discussion was about that it would have 
been nice to let me know they were considering the employment. I 
think it was a very good selection as far as the selection is concerned, 
but I do think that it is sort of an odd way of going about doing it. 
I can’t figure out the thinking of why they would do it because Mr. 
Luther would have no influence with me whatsoever, but the only 
justification was that the employment was made some time after 
Frederick Snare got the contract, so I presume and I hope correctly 
that the employment was that they could do a better selling job in the 
future with private industry as well as with the Government. 

Mr. Youncer. Now, do [ understand correctly that you say that 
Mr. Cremer asked you about Mr. Luther? 

Mr. Mansvure. That is right. 

Mr. Youncer. And therein lies the difference, because Mr. Cremer 
says in his testimony, if my memory isn’t beginning to fail me also, 
that you were the one that recommended him and brought the name to 


his attention. 
Mr. Mansvure. I recommended Mr. Luther from the standpoint 


of a reference, not for a job. 

Mr. Youncer. That is all. Now in the operation of this concern, 
down in Cuba, are there any reports given to any committee of either 
Honse of the Congress or to any joint committee of the Congress? 

Mr. Mansvre. I don’t follow the beginning of your question. 

Mr. Younger. In the operation of the plant, Nicaro, do you furnish 
reports to any committee of Congress? 

Mr. Mansvre. Yes; we furnish reports quarterly. We give reports 
quarterly to the Joint Senate-House Committee on Defense Produc- 
tion. We also report to Government Operations, I believe, and we 
report to our subappropriation committee, and I am almost certain 
that we give an annual report to both the Government Operations 
Committees of the Senate and House. I know that because I have 
signed the letters. ( 

Mr. Youncer. So those reports have ben filed with those committees! 

Mr. Mansvure. Always; yes. 

Mr. Youncer. How much does the Government have invested at 
Nicaro? If that isn’t a secret? 

Mr. Mansvre. I have the figures right here, but I want to look at 
them to make sure I have them correct. The total investment in the 
original plant, including the cost of the pilot plant; that is, the sinter- 
ing plant, the rehabilitation and all other capital improvements, 1s 
approximately, in round figures, $47 million. 

Now, of course, there has been an appreciation on that figure on 
present-day costs. This is what the Government has invested in the 
property. The total amount of amortization charged to the proper- 
ties is $11,154,000, or approximately 24 percent of the total investment. 

Mr. Youncer. In other words, they have invested some $40 million 
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and some $11 million, in round numbers, has been charged off in 
amortization ? 

Mr. Mansvre. That is right; 24 percent. 

Mr. Youncer. What is the amount of nickel that has been produced 
by this plant? 

Mr. Mansvure. I have these figures broken down. I try to keep 
them in my memory, but they are becoming so vast now, it is kind of 
hard. In 1952 , 17,800,000 pounds were produced. 

Mr. Youncrr. What is that year again / 

Mr. Mansure. 1952, 17,800,000 pounds. I will give these in millions, 
if you want, and then just put the decimal in. In 1953, 27.7 million 
pounds; 1954, 29.1 million pounds; in 1955, 30.3 million pounds. Total 
since reactivation, 104,900,000 pounds, round figures. Now the pro- 
duction—I would just like to add one more, because we already have 
one-half of the current year completed, and as of December 31, we 
were producing in 1955-56 on an annual rate of over 31 million pounds 
per year. 

Mr. Youneer. Can you give me the cost factor in that production 
per pound ? 

Mr. Mansure. Yes. I want to ask one question. I don’t know 
whether these figures are restricted to an executive session or not; 
are they ? 

Mr. Youncer. If it is classified material, we don’t want it. 

Mr. Mansure. It isn’t classified, but I think it is restricted from the 
press. It isn’t restricted for the committee. The committee can have 
these figures. I don’t know whether I can give them for publication. 
That is what I mean. 

Mr. SHackietrr. The committee can have any classified informa- 
tion we have. 

Mr. Mansure. But does it have to be in executive session, or can it 
be in open session? These are cost figures, Mr. Chairman. 

Mr. Brooxs. Whose costs ? 

Mr. Mansure. I tell you, I would rather present these figures to the 
committee, because I have them right here, but I would like the com- 
mittee to decide whether they should be made public or not. The 
reason for that is because we are becoming very competitive in the 
production of nickel, so if I can present them to the committee 

Mr. Youncer. Just submit them to the committee is all right with 
me. 

Mr. Brooks. They are figures on production ? 

Mr. Mansure. No, I gave the production figures. These are cost 
figures. 

Mr. Youncer. I want to find out what it has been costing down 
there to produce this nickel. Now, there has been considerable dis- 
cussion about the Nicaro Nickel Co., which was a subsidiary, I believe, 
of the Freeport Sulphur, which company had the management con- 
tract in its early productive period. 

How much royalty was paid to them? 

Mr. Mansvre. I wanted to discuss this matter of royalty because 
I think it is of great importance. The royalties to date total $6,915,000. 
This has been ‘paid during the period January 1, 1952, through No- 
vember 30, 1955. The royalties now average almost 7 cents per pound 
of metal produced. Now, Nicaro Nickel Co.’s ore contract runs to 
March 1968, and under it we are required to take a minimum of one- 
third of our ore from their mine. 
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Now that is a little bit confusing, because the Government now has 
ore reserves of their own, so we intend to mine out of the Goverment- 
owned ore beds, but we will still have to mine one-third of our pro- 
duction under this previous contract which was made originally back 
in 1948. 

Mr. Youncer. Now how much ore is there available for the plant to 
operate on, for how many years? 

Mr. Mansvure. That is a question we have had asked a number of 
times so we have made some very exhaustive surveys of the ore reserve. 
Of course, you are never exactly sure of how large the deposits are, 
but to the best of our knowledge, the Nicaro Nickel Co.; that is, the 
one that I referred to that we have to mine one-third of their ore, that 
is under the Freeport contract, the Bureau of Mines estimate is 
27,300,000 pounds. 

Now the Bureau of Mines also estimates that the Cuban Nickel Co., 
the claims that they own will produce 34,700,000 pounds. I am sorry, 
those are short tons. This is short tons of ore reserve. When I was 
talking before, I was talking in poundage on nickel. Now I am talk- 
ing 1n tons. 

Now the other adjacent ore bodies that are not owned or under con- 
tract, it is estimated there is another 11 million short tons there, or a 
total of 73 million short tons. Out of that, of course, we have to ex- 
tract the nickel. So we haven’t got that many tons of nickel. 

Mr. Youncer. Well, what is the estimate of the number of years 
of operation ? 

Mr. Mansvre. Thirty years, a minimum of that, we feel. 

Mr. Youncer. Which would justify the expansion program ? 

Mr. Mansvre. More than justify it, plus the fact that it is the great- 
est insurance we have for our defense program, as far as nickel is 
required in the Army program. 

Mr. Youneer. It is the only source of nickel we have? 

Mr. Mansvre. It is the only source of nickel outside of foreign 
producers, Canada and South Africa and some other mine ore 
deposits. 

Mr. Youncer. What actual progress has been made on this expan- 
sion program to date? 

Mr. Mansvre. The program is 52 percent completed as of Novem- 
ber 30, and, of course, Congressman Younger, and members of the 
committee, I would like to bring this out: The hardest part of an 
expansion program is the beginning. When you get rolling, it pro- 
gresses much more rapidly. 

Now, as I said before, outside of bad weather conditions, there 
should be nothing that should prevent the completion of this program 
on schedule. Now, we can’t forecast the tropical storm conditions. 
We just have to gamble on that. 

Mr. Youncer. And this expansion prcigrém will increase the pro- 
ductivity how much, what percentage ? 

Mr. Mansure. It will increase the productivity, well, from the pres- 
ent 30,300,000 pounds, we are talking about now, to about 50 million 
pounds, as soon as this expansion program is operating, which will 
be toward the first of the year, the end of this year. 

Mr. Brooxs. You speak of pounds, What is that, monthly or 
yearly ? 
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Mr. Mansvre. That is annual. I am talking about pounds of 
nickel now because you see now we are refining it from the ore. 

Mr. Youncer. But you didn’t say what period. 

Mr. Mansvre. I am sorry. This is annual production. 

Mr. Youncer. And your committee feels that this is a sound pro- 
gram and that they are producing now at below the market, are they / 

Mr. Mansure. Yes, we feel very encouraged about this. We are 
proud of the operation and the only way that you can actually tell 
what is being done is to make a personal examination of it. 

Now, I don’t think that any member of this committee that I 
know—Mr. McDaniels has been down there. I think Mr. McDaniel’s 
trip was a very brief one. We have had a visit from our Subappro- 
priation Committee and we are also hopeful that we will have a visit 
from the Joint Senate House Committee on Defense production. As 
a matter of fact, they have already agreed to make a personal survey 
of the operation, both the operating part and the expansion part. 

Mr. Youncer. You would recommend, then, that this committee 
go down? 

Mr. Mansure. I don’t know whether Mr. McDaniel could report 
on what he saw. I haven’t talked with him since his return. 

Mr. Younger. Would you recommend that this committee make 
an inspection ¢ 

Mr. Mansure. I would recommend if there are any doubts that 
you have in your mind that you make a personal inspection of this 
operation, and you will see we are doing a good job. 

Mr. Youncer. Both down there and in Chicago? 

Mr. Mansvure. Any place you want to go. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Mansure. We have nothing we are going to conceal or have 
concealed. 

Mr. Brooks. I think Mr. McDaniel was down there. Briefly, 
what did you do while you were there? 

Mr. McDanteu. It was late in October, and I spent 4 days alto- 
gether. 

Mr. Mansure. You got around to see both the mining and the 
operational part ? 

Mr. McDantet. Yes. 

Mr. Brown, of the committee staff, went down. He saw the min- 
ing; I saw the operational part. 

Mr. Brooxs. Mr. Mansure, I have just one further question. I 
understand Mr. Balmer has been here for a few days, and I wonder 
if you have had occasion to visit with him or talk with him during 
the past few days? 

Mr. Mansvre. I don’t know how long he has been here. I saw 
him yesterday; yes, we discussed the Chicago situation, and I regret 
exceedingly that the chairman of the committee had to come today 
beeause this is our first day of filing in Illinois. We file very early. 

Mr. Brooks. Is he filing today? 

Mr. Mansure. The chairman has been here all day. He should 
have been in Chicago, but he has been here to testifv. 

Mr. Brooks. Fine. I wanted to say to the subcommittee, and to 
the other people interested, that in accordance with the request of 
our office that you had a business apnointment in Atlanta tomorrow 
to talk to the district judges, it is nothing anything of a legal nature. 
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This has, I think, to do with some improvements in the facilities 
down there. 

Mr. Mansure. We have the space problem, the facilities, and so 
forth, there. 

Mr. Harpy. When you get through with that, there are things in 
my district that need attention. 

Mr. Brooxs. Anyhow, Mr. Mansure has commitments either to- 
night or in the morning, and I want to say we appreciate your com- 
ing down and visiting with us today and your taking time out to do 
it; and we will recess until 10 o’clock tomorrow morning in this room. 

I have talked with Mr. Balmer, who said that he would be kind 
enough to stay over until tomorrow with his people. We still start, 
then, about 10 with that, and Mr. Mansure will not be here. 

Mr. Mansure. Mr. Chairman, could I first of all thank the com- 
mittee for the opportunity to appear; and, secondly, I would like 
to call a practical situation to your attention. 

Mr. Brooks. Yes, sir. 

Mr. Mansvre. With our files down here we are out of operations. 
Now, you have about 30 filing cabinets. About 20 of them are from 
New York City. I can assure you any information that you want 
pertaining to this operation is available to this committee. I doubt 
if you want to go through 30 filing cabinets to find it. 

Mr. Brooks. Well, not tonight. 

Mr. Mansure. But we do need those files. Now, we cannot leave 
these files here unless the committee furnishes protection because 
these are restricted security files. There will have to be arrange- 
ments for the protection of those files tonight. 

Mr. Brooxs. We wouldn’t want you to leave anything at all that 
was secret or in any way restricted. 

Mr. Mansvre. Well, all of the files are subpenaed, and they are 
all here. Any documents you want are available with the committee. 

Mr. Brooks. Let me see what arrangements we can work out to take 
a look at them. There are some arrangements we can make. 

(Discussion off the record.) 

Mr. Brooks. It will be perfectly agreeable to take the files back 
with the understanding that Colonel Pinkley will be informed on these 
things tomorrow. 

Mr. Exuiorr. And/with the further understanding that the files will 
be available all or in part at any time the committee or the staff wants 
them. 

Mr. Mansure. And they are available right in the offices, and we 
will assist in anyway possible on information you want on them. 

Mr. Brooks. Without further ado, we will recess 

Mr. Youncer. Mr. Chairman, will Mr. Wolfson be here? 

Mr. Brooks. We originally tried to subpena him, and Mr. Schott, 
for last Friday, and they apparently were unable to be present. As 
you recall, Mr. Schott had a personal problem, and a Mr. Clemente, 
I think, was his name, was representing them, and said they would try 
to get them this week. Tomorrow if the committee decides we can 
contact him and take them up after we complete the scheduled wit- 
nesses, Mr. Balmer and his associates, and the other GSA personnel. 

(Discussion off the record.) 

Mr. Brooxs. We will recess until 10 o’clock in the morning. 

(Whereupon, at 5:25 p. m., the subcommittee adjourned until 
Tuesday, January 17, 1956, at 10 a. m.) 
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INQUIRY INTO THE EXPANSION AND OPERATION BY 
GENERAL SERVICES ADMINISTRATION OF THE GOV- 
ERNMENT NICKEL PLANT AT NICARO, CUBA 


TUESDAY, JANUARY 17, 1956 


House or REPRESENTATIVES, 
SpectAL GOVERNMENT ACTIVITIES SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 445, House Office Building, Hon. Jack Brooks (chairman of 
the subcommittee) presiding. 

Present: Representatives Brooks, Moss, Reuss, Hoffman, Riehlman, 
Younger, and Krueger. 

Also present: Vernon McDaniel, staff director; and William E. 
Townsley, committee counsel. 

Mr. Brooks. Gentlemen, will you please come to order. A quorum 
being present, the subcommittee will come back into session and we 
would like to call as our first witness Mr. Shafer. 

Mr. Conen. Mr. Chairman, my name is Nathan Cohen. I am 
an attorney representing Mr. Shafer, Mr. Balmer, and Mr. Moore. 

I am advised that Mr. Shafer conferred with you sir, last evening, 
and Mr. Balmer with the secretary of the committee, and they were 
under the impression they were to report here at 10: 30, and they will. 

Mr. Brooks. It is all right with me, but it was my understanding, 
and I talked with Shafer in my office last night when he came by to 
insist that we sign a memo for every single paper we got from them, 
which we listed. It took about an hour of the committee’s time. 

He has been very cooperative, and I said I planned not to call 
Mr. Balmer until after 10:30 since he had an appointment with the 
doctor this morning, and that we would start with either him, Mr. 
Shafer, or with Mr. Moore. This was clearly my intention. It was 
not my intention to call Mr. Balmer before 10:30 as when we talked 
with the staff and asked him to be over then. 

Are neither one of them here until 10: 30? 

Mr. Couen. That is correct, sir. 

Mr. Brooxs. We will see them then. 

Mr. Conen. It was due to a misunderstanding. 

Mr. Brooxs. What is your name? 

Mr. Conen. Cohen, Nathan Cohen. 

Mr. Brooks. By the way, doesn’t your father work for the General 
Services Administration ? 

Mr. Conen. He does. Is that pertinent to this inquiry? 

Mr. Brooks. I thought it might be. 
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What is his job down there? 

Mr. Couen. Let me state at the outset-—— 

Mr. Brooxs. Would you be sworn, sir? 

Mr. Conen. I am an attorney and I don’t think my clients would 
have the right to counsel if you insist that I be sworn. I have not 
been subpenaed here. I seek no controversy with this committee. 
However, I do feel that my clients should not be deprived of their 
right to counsel. 

Mr. Brooxs. No one would intend to deprive anybody of their right 
to counsel. I practiced law for a living myself, at one time, and I 
think they all should have them. 

Mr. Couen. I join with you in that. 

Mr. Brooxs. And having been in the newspaper business, I think 
it is nice for all of them to have lots of publicity, too. 

Mr. Conen. On the first part of it, I am glad we are in agreement. 
I have represented Mr. Balmer for the past 7 years, which was long 
before any relative of mine worked for General Services Administra- 
tion, or any other agency. I want to state that for the record, sir. 

Mr. Brooxs. Thank you very much. 

Mr. Roosevett. Mr. Chairman. 

Mr. Brooks. Yes, sir, Mr. Roosevelt. 

Mr. Roosrvetr. If it would not inconvenience the committee too 
much, might I have the privilege of addressing the committee for a 
very few minutes? 

Mr. Brooxs. As one of our colleagues, we generally invite them to 
make any comment they want, particularly when they have been men- 
tioned. I would think that it would be in order. 

Mr. Rooseverr. Thank you. 

Mr. Brooks. Would you just sit down and go ahead. 


STATEMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Roosrvetr. Mr. Chairman, and members of the committee, I 
have received a transcript of the hearing before this committee yester- 
day, and on page 310 of yesterday morning’s hearing the witness, 
Mr. Mansure, made the following statement : 

I don’t know whether those are the exact words I said, but that is substan- 
tially what I had in mind. In other words, it was a question of whether it 
should go to a firm like Jimmy Roosevelt’s firm which has been getting insurance 
and other firms from the Government for a period of 20 years or spread it 
around a little bit. I want to spread it around a little bit. 

Well, Mr. Chairman and members of the committee, I would like 
to make the statement, first, that my insurance firm has never received 
any insurance business from the Government. Secondly, that I think 
it is rather strange that a Government official, supposedly a respon- 
sible Government official, would come before a committee of the 
Congress and make the statement which it seems to me affirmatively 
states that my insurance firm received insurance from the Government. 

And I would like to make the request, Mr. Chairman, that this 
committee ask Mr. Mansure whether or not he has any evidence that 
my firm ever did receive any Government insurance. I ask it, first, 
because I think the record should be very clear that he has no such 
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evidence, and, secondly, if by any chance there has been somebody 
using my name I would like to know about it. 

And I believe that in view of the fact that this was brought before 
the committee on a voluntary basis, as I understand it, by the witness, 
and not made clear in the afternoon questioning, I think I am entitled 
to make it very clear for the record that no such insurance was ever 
written by my firm or by me as an individual. 

Mr. Brooks. Well, Congressman, I am sure the witness would 
like to have that information if it should be available, and if there is 
no objection from the committee we could ask Mr. Mansure if he has 
any evidence as to whether or not this colleague of ours has any 
Government insurance, or has had any Government insurance. If 
he has had any we will put it in the record and consider it. 

Mr. Younger. 

Mr. Youncer. Mr. Chairman, I think you ought to clear up the 
one point there, Mr. Roosevelt, as to what you mean by Government 
insurance. Do you mean insurance on Government buildings, or do 
you mean insurance from a company that is doing business with the 
(jovernment such as a contracting firm, or a steamship company ? 

Mr. Rooseve.t. That is exactly what I mean. For instance, for 
years I have heard that I or my firm handled business for the Ameri- 
can Presidents Line up in San Francisco. I am sure you may have 
even seen it in print. It is not so; it has never been so, and | think 
the time to nail that kind of lie is right now. 

Mr. Younger. I think we ought to have it clearly understood that 
it includes all kinds of companies that are doing business with the 
Government. 

Mr. Rooseve.t. It most certainly does. 

Mr. Youncer. Not just Government. I think we ought to have 
that clear with Mr. Mansure. 

Mr. Rooseverr. That is correct, sir; I am quite clear on that. 

Mr. Brooks. Well, we will do it. 

We appreciate your coming in and making an effort to straighten 
out this record, because we are interested in getting a good, honest 
analysis of what goes on in the insurance business in the General 
Services Administration and other Government agencies. 

Mr. Rooseve.tt. Thank you, Mr. Chairman. Thank you very much. 

Mr. Brooks. Thank you. 

Well, gentlemen, these people are not here at this point, and I 
thought we might start now with the major portion of our testimon 
and call the next witness who will be Colonel Pinkley, who is well 
known to you all. 

Colonel Pinkley, would you please come forward, sir. 

Now, you were sworn yesterday ? 

Mr. Pinxuey. That is right. 

(Discussion off the record.) 

Mr. Brooxs. Would you be seated, Colonel. 

Mr. Prnxuey. I would not object to being sworn again. 

Mr. Brooks. This is a new day. 

Would you raise your right hand and swear that the testimony 
you are about to give this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 
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FURTHER TESTIMONY OF JAMES P. PINKLEY, DIRECTOR, NA- 
TIONAL INDUSTRIAL RESERVE DIVISION, GENERAL SERVICES 
ADMINISTRATION 


Mr. Prnxury. I do. 

Mr. Brooks. Thank you. Be seated, please, sir. 

What I would like to know, first, is, does Leto Gonzalez, an official 
of the Nickel Processing Corp., have anything to do with the selection 
of Cuban employees at Nicaro? 

Mr. Prnxtey. I don’t know about the selection, sir. I understand 
he has been helpful in getting labor and in labor relations work with 
the unit. I do know of two cases in which there were employees. One 
was a personnel officer. One was supposed to be the head of a com- 
missary Mr. Gonzalez recommended. 

The personnel officer was never chosen. He is now working for 
another firm in Cuba, and the commissary manager did work for a 
short time, I don’t recall exactly how long, but he was let go. 

(Discussion off the record.) 

Mr. Brooks. Would you explain the situation with regard to all 
the research for the nickel plant, and does National Lead have the 
rights to any patent development royalty free, and do any other 
benefits inure to National Lead as a result of the research at Nicaro? 

Mr. Pinktey. The research program was established by amenda- 
tory letter No. 9 to the operating contract. The operating contract, 
as you may recall, was a letter contract, and that has been amended 
12 times. The amendment No. 9 provided for a research and develop- 
ment program to be carried on by Nickel Processing Corp., and they 
were to receive a fee of one-quarter cent per pound for that work. 

The primary objective of that work was to improve the plant 
processes to improve the recovery of nickel, to improve the chemical 
taking of samples, and of analysis of those samples, and to attempt 
to separate cobalt as a separate commercial commodity. 

Cobalt occurs in the ore in a very, very minute proportion. 

That program started rather small. It is still rather small. | 
believe that the Montclair Laboratory, including the assistants, and 
so forth, and the janitor, they have 12 or 13 employees. That is a 
small laboratory that they have over there where this is carried on. 
It has been successful in certain rather important ways; some of the 
objectives have not been reached, at least not on a commercial scale. 

With regard to National Lead’s right to use the patents, or any 
patents growing out of the research, I do not believe—now, actually, 
I believe I should refer to counsel on that because it is an area out 
of my responsibility—I do not believe that any of those rights accrue 
to National Lead as National Lead. I believe that Nickel Processing 
has the right to use those as long as they are in the operation of the 
plant. 

I am quoting from memory, sir, and I did not brief myself on this 
particular subject. 

Mr. Brooks. I wonder if you would talk with counsel and see if 
they have those rights. 

(Discussion off the record.) 

Mr. Pinxtery. I am advised that the Nickel Processing Corp. does 
have a royalty free right to use discoveries, whether patented or not, 





that al 
the wil 
ernmer 
accrue 
Mr. . 
Mr. | 
Mr. 
down « 
at Cub 
money. 
Mr. 
sir, bee 
it. Th 
oflice w 
Mr. . 
would 
your g 
Mr. 
Reserv 
at tha 
plant \ 
How 
was pl 
istrato 
Comm 
gotiate 
We 
plant 1 
down. 
Mr. 
ernme! 
been a 
the ent 
Mr. 
Mr. 
tenanc 
had de 
Mr. 
since 1 
reacti 
were | 
throug 
One 
takes 
It is ¢ 
is pla 
throus 
produ 
that v 
It v 
insula 
The d 
Bee 
in an 





ES 


ial 
On 


nd 
th 
ne 


it 
al 
pt 


GOVERNMENT NICKEL PLANT AT NICARO,- CUBA 207 


that arise from the research program. The extent of that use is at 
the will of the Government. It can be set off at the will of the Gov- 
ernment. The Government, however, owns the patents. The patents 
accrue to the Government. 

Mr. Brooxs. That is the general analysis of the research program ? 

Mr. Pinxxey. That is right. 

Mr. Brooks. My last question to you today will be to give a break- 
down on these exact costs of the various segments of expense down 
at Cuba, and New Jersey, and the other places you may be spending 
money. 

Mr. Prnxtey. I will probably have to furnish that to you later, 
sir, because the files were not available to me last night to work on 
it. They were taken out of here, but they had not “arrived at my 
oflice when I returned. 

Mr. Brooxs. While I am discussing with you these matters, Colonel, 
would you please give the subcommittee information as to what 
your genera af pontin is in connection with this nickel plant? 

Mr. Prnxtey. I was appointed Director of the National Industrial 
Reserve position in May of 1953, the exact date I don’t recall, and 
at that time the responsibility for the operation of Nicaro Nickel 
plant was in the Commissioner of Public Buildings. 

However, in August, August 25, by a delegation of authority, which 
was published i in the Federal Register on ee. , the Admin- 
istrator nominated or appointed me as Chairman of a Nic ‘kel Gr aphite 
Committee, with two other members, and with the authority to ne- 
gotiate contracts in the interest of the nickel graphite program. 

We had a small graphite experimental operation. We had a little 
plant in Pennsylvania going at that time. That has been since closed 
down. 

Mr. Brooks. You have been general manager, then, from the Gov- 
ernment standpoint, since that ‘time of May “1953 3, and as such, have 
been aware of all of the contractual obligations in the operation of 
the entire plant? 

Mr. Pinxury. Yes; that is right, sir. 

Mr. Brooxs. W ould you explain some of the problems of main- 
tenance and repairs at the plant, and what troubles, if any, you have 
had down there ? 

Mr. Prnxtey. Maintenance at the plant has been a terrific problem 
since the plant _was first built, and a considerable problem since the 
reactivation. There were a number of items of equipment which 
were not designed for the accelerated program that we have put 
through that has resulted in our production of 30 million pounds. 

One major problem was the calcining kiln. That is a kiln which 
takes basic nickel carbonate and converts it to nickel oxide powder. 
It is a long tubular machine, a tube, in which the ore or ¢: arbonate 
is placed, and it turns slowly while heat is generated, and passed 
through the kiln. The kiln did not have apacity for the present 
production, nor did it have the capacity to withstand the temperatures 
that were indicated by research as necessary to do a proper job. 

It was therefore lined with refractories or firebrick, which would 
insulate the shell from the exterior and preclude the loss of heat 
The difficulty has been in keeping that kiln lined with refractories. 

Because of the inadequate design initially, it has a tendenc ‘y to run 
in an oval instead of a circle. It was ne cessary constantly to shut 
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the kiln down and replace the firebrick in various portions. How- 
ever, we did approximately a year ago install some rings, heavy 
rider rings, to hold that kiln in shape, and we have reduced that 
maintenance very, very materially. 

We have initiated what we call a preventive maintenance program 
at Nicaro which, while it costs somewhat more than the after-the- 
fact maintenance after a breakdown, it has saved money in the long 
run in production, because maintenance is cheaper than down-time. 
When a kiln is down for 10 days, or even 5 days, it means that pro- 
duction stops and it is costly to start that up again and get it into 
production and to catch up on the accumulation of material that has 
gone through the plant since it was down. 

Other maintenance problems—originally at the mine we have a 
large amount of equipment, mining equipment, such as draglines, 
inalldeeen, mining equipment of various kinds—these are open-pit 
mines, and we have a great many trucks, large trucks that cost $30,000 
apiece. 

The Cubans that we have employed are good mechanics after they 
are trained, but most of them come from the sugarcane fields and 
they do have to have an intensive training program. 

In 1953, late in 1953, I did obtain a good master mechanic who 
has taken over that maintenance program, and has it in beautiful 
shape today, a Mr. Dan Contina, that the Euclid people recommended 
to us. 

Overall, the maintenance today is far improved over what it was 
» years ago. It has been a constant battle, I might say, to get all 
of the various areas of the plant, and it is an enormous plant to where 
a preventive maintenance program is in effect. 


Mr. Brooxs. Those are the general problems that have come up! 
Mr. Pinxtey. Those are the general maintenance problems, yes. 
Mr. Brooxs. Colonel Pinkley, would you explain this January 8, 
1954, letter, to the Administrator, from the Nickel-Graphite Com- 
mittee, signed P. Pinkley, recommending strongly that they utilize 
the services of the Frederick Snare Corp. in doing this construction, 
and if you would examine and comment for me on the initials which 


Mr. Mansure said were his own yesterday, the E. M. in the upper 
right-hand corner, dated January 8, 1954% It says “O.K.,” and I 
wondered what action you took after you got that. 

If you remember yourself, it would be more helpful, possibly. 

Mr. Prnxiry. May I add one word on my former testimony on 
maintenance. The maintenance people are all employees of Nickel 
Processing Corp. at the plant. Nickel processing Corp. had proposed 
to the—— 

we Brooks. Now, Colonel, pardon; would you read the question 
back ? 

(Question read.) 

Mr. Brooxs. That was in reference to the initials which said “O.K., 
E. M.” 

Mr. Prnxtey. That is what I was starting to tell you about, sir. 
Nickel Processing had proposed a project under which they would 
undertake this expansion as a prime contractor and they woul sublet 
the 2 or 3 phases of it. 

On February 8, I wrote a letter to Nickel Processing, in which I 
thanked them for their offer. I told them that this general outline, 





as Mr. 
follow. 
Mr. E 
as appre 
Mr. I 
Mr. ] 
Mr. | 
Mr. |] 
letter, oO 
14, 1954 
Ww.Cc.§ 
Teleph 
expansio: 
Mr. C1 
the expa 
was criti 
on the ] 
struction 
Mr. Cl 
requester 
Friday, . 
The prin 
veyors. 
rial furn 
It was 
was nece 
ing for t 
This 
date we 
the pri 
wrote o 
Mr. ] 
to Nati 
Mr. | 
by you. 
Mr. ] 
Mr. | 
mendec 
Mr. ] 
Mr. 
8th of 
on ¢ 
Mr. | 
Mr. 
this me 
body 0 
Mr. | 
Mr. | 
Mr. - 
was bet 
Lead w 
Mr. | 
Mr. | 
Mr. 
Then, | 
some d 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 209 


as Mr. Mansure had approved, was the plan that we intended to 
follow. 

Mr. Brooks. February 8, that was the plan you intended to follow, 
as approved by Mr. Mansure, on January 84 

Mr. Prnktey. Yes, sir. 

Mr. Brooxs. What year? 

Mr. Prnxiey. 1954, sir. 

Mr. Brooxs. Thank you. Would you read me, please, sir, this 
letter, or I will read it; it is right here. It is a letter dated January 
14, 1954, 6 days after Mr. Mansure approved that, from the files of 
W. C. Strecker, Acting Chief, Plant Operations. 


Telephone conversation with Mr. Cremer of Frederick Snare re the Nicaro 
expansion. 

Mr. Cremer telephoned on January 13, 1954, to ask about the situation on 
the expansion. In the course of the conversation he stated that Mr. Bender 
was criticizing the Snare Corp. for delay in completion of the sintering plant 
on the point of disqualifying the Snare Corp. for consideration as the con- 
struction contractor for the expansion. 

Mr. Cremer stated that he would confirm the following in writing if it was 
requested, The sinter plant will be complete and ready for initial operation on 
Friday, January 15, 1954, 4 weeks later than the completion date originally set. 
The principle reason for the delay was the delivery of Stephens-Adamson con- 
veyors. Snare had accepted proposals from that company based on sample mate- 
rial furnished by Mr. Bogseff, of National Lead. 

It was later discovered that the wrong material had been furnished, so that it 
was necessary for the Stephens-Adamson to redesign the conveyors, thus account- 
ing for the delay in delivery. 


This memorandum was written, apparently, on January 14, as the 
date would show. That is 1 day before National Lead was selected as 
the prime contractor and quite a while before this letter you say you 
wrote on February 8. 

Mr. Prnktey. I would like to check the date of that letter, the letter 
to National Lead. I am quite sure it was before. 

Mr. Brooks. Colonel, this letter is dated January 6, 1954, and it is 
by you. 

Mr. Prnxk.ey. Yes, sir. 

Mr. Brooks. You wrote it to the Administrator, and you recom- 
mended Frederick Snare for all of the reasons we are familiar with? 

Mr. Prinxiey. That is right. 

Mr. Brooks. It was approved apparently by Mr. Mansure on the 
8th of January, which is the same date that you apparently wrote it 
on ? 

Mr. Pinxtey. That is right. 

Mr. Brooxs. Then in your testimony you said you accepted that 
this meant he approved it, you agreed, and you wrote a letter to some- 
body on February 8? 

Mr. Prnxuey. That is right. 

Mr. Brooxs. I think you said Frederick Snare? 

Mr. Pryxtey. That is the date I would like to check, sir, because it 
was between the time of that memorandum and the time that National 
Lead was elected as the prime contractor. 

Mr. Brooxs. Well, then, it must not have been February 8? 

Mr. Pinxuey. No,sir. Iam wrong on that date, sir. 

Mr. Brooxs. Because on January 8 you wrote Frederick Snare. 
Then, on January 15, you wrote a letter saying it was approved. So 
some date between those you wrote a letter approving all of this, but 
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after that date, but before the 15th of January, within that same 7-day 
period, you approved Frederick Snare and then you disapproved them 
because they accepted on the 15th of January, did they not, National 
Lead as the prime contractor? 

Mr. Prnktey. I think that is the date, sir. 

Mr. Brooxs. I wonder if you would go into the details of the con- 
ference between the General Services Administration and Mr. Wild- 
ner, this conference which took place on January 15, at which time 
you all disapproved your letter, Mr. Mansure’s approval, your con- 
firmation letter which you mentioned, and decided to use National 
Lead as a prime contractor. 

I would like to know who was present at the conference and if the 
other party, Mr. Cremer, was present at that conference. 

Mr. Pinxirey. Mr. Cremer was not present. Mr. Mansure called 
me, Mr. Reynolds, and Mr. Johnston Russell, who was a member of 
the committee. Mr. W. E. Reynolds was the Commissioner of Public 
Buildings and the technical adviser to the committee. That was an 
informal delegation as technical adviser. 

He called us up to his office. Mr. Wildner was there. It was after 
a lunch which we did not participate in. Mr. Wildner pointed out 
the reasons why he felt that Nickel Processing or National Lead could 
do an extremely important job of coordinating the construction under 
the expansion with the operations so as that neither would interfere 
with the other. Both were pushed and really crash operations, or rush 
operations for time and for production. 

Mr. Wildner pointed out that National Lead, in its position and 
having control over the Nickel Processing operation would be in 
position to assist in coordinating all of the interferences that are bound 
to happen when you have a large operation going at full force, and 
superimpose on it a large major expansion program or construction 
program. 

Mr. Reynolds, the Commissioner of Public Buildings, with whom 
we had consulted before this memorandum that Mr. Mansure ap- 
proved, was sent, and who also signed that memorandum, had a feel- 
ing that GSA did not have—apparently he had thought this over. I 
believe that his feeling, then, was that we did not have a sufficient staff 
for a large metallurgical project of this kind for one thing. 

He agreed with Mr. Mansure that it would be a good proposal if 
National Lead could take this over. Mr. Russell, I believe, also felt 
that way about it. I had not perhaps given consideration as much to 
that side of the program as I had to the side of getting the expansion 
program done. I was an engineer. I was responsible to take over and 
get this project underway. I wanted to do it immediately, and I 
felt that it would be possible or might be possible to employ or other- 
wise secure the services of competent engineers on my staff or on the 
staff of Public Building Service to handle the project, as far as the 
Government is concerned. 

We had planned it originally, when the memorandum to Mr. Man- 
sure was written at first, that this would be handled not by my division, 
because I have a very small staff, but by the Design and Construction 
Division of Public Building Service, who have the responsibility for 
design and supervising and construction of public buildings through- 
out the country, post offices, courthouses, health centers, such as that. 

I conceded to their opinion. 
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Mr. Brooxs. You agreed that your letter of January 8 was then 
incorrect in this regard ? 

Mr. Pinktey. Well, I still did not feel sure that we could dispense 
with the services of Frederick Snare. They proposed at that time— 
it was in discussion, even then, that Snare should have a part of this 
construction contract. 

Mr. Brooks. A major part or small part? 

Mr. PinktEy. That phase was not discussed at that time, sir. 

Mr. Brooks. Well, Colonel, your sentence of January 8—and this is 
not taken out of context—we put the letter in the record yesterday— 
you lay out the qualifications of what you want in the way of a con- 
tractor: People who can build the plant, who can get along with the 
people in Cuba and then you say— 





the only company known to us having the above qualifications is the Frederick 
Snare Corp., who built the original Nicaro plant, and who performed the re- 
habilitation work in connection with its recent reactivation in a highly satisfac- 
tory manner. 

To the best of our knowledge, this is the only American company that is 
well-established in Cuba and who have performed successfully projects of 
comparable size and complexity. 

This letter was signed by the Commissioner of Public Buildings, 
member of the Nickel-Graphite Committee, and you changed your 
mind about that ? 

Mr. Prnxtry. No, sir. 

Mr. Brooks. You still thought they were the only American com- 
pany who was well-established in Cuba? 

Mr. Prnktey. At the date of the letter, at the date of the meeting 
with Mr. Wildner, I still felt that way. 

Mr. Brooks. But then you were going to pick a company that was 
not well established in Cuba and one who had not performed suc- 
cessfully projects of comparable size and complexity in that area and 
one who had not built the original Nicaro plant, and who had not 
done any work on the rehabilitation ? 

Mr. Prnxtey. I did not select that contractor. The contractor—— 

Mr. Brooxs. What I mean is, you have recommended very clearly 
that they pick these people for all of these reasons. 

Mr. Prnkxtey. That is right. 

Mr. Brooxs. Well, did you tell Mr. Mansure and Mr. Wildner, 
or did you have Mr. Cremer there to represent his own case, or did 
you have anybody representing the Government interests in having 
this type of contractor ? 

Mr. Prnxtey. I had myself, sir, and I did discuss those phases. 

Mr. Brooks. You told them you were still for that and they over- 
ruled you, is that what you mean to say ? 

Mr. Pinxiey. They didn’t overrule me, sir. The only real action 
that came out of that meeting was that National Lead would assume 
the major prime contract and would subcontract with a suitable con- 
tractor. I believe in that letter I did state definitely that the quali- 
fications of other contractors should be examined, one of the last 
paragraphs in the letter, sir. 

Mr. Brooks. Here it is, I believe: 

The committee recognizes that on a project of this size there will be many 
reputable construction companies eager to undertake the project, and we con- 
sider it essential that any such firms be permitted to submit their qualifications. 

As time will not permit completion of plans and specifications to the extent 


necessary for competitive bidding, we strongly recommend that the selection of 
the contractor be based on their— 
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Would you listen to this, please — 
demonstrated ability to perform such a project in Cuba. 

Mr. Pinxuey. Right, sir. My thought there, sir, was in any com- 
pany—our first statement regarding Frederick Snare was based on 
our knowledge—if there was any company who could perform such 
work in Cuba, we were willing to consider their qualifications. 

Mr. Brooxs. Now, Colonel, was there any dissatisfaction in the 
General Services Administration over the selection of National Lead 
as a prime contractor on this job, other than your own representations 
in this letter, that might have been interpreted that way ? 

Mr. Pinxuey. I don’t believe that 1 was completely and whole. 
heartedly in agreement at the start. I do know, sir, that it has turned 
out to have been a very, very good thing. 

Mr. Brooxs. For whom ¢ 

Mr. Pinkiey. For the Government. Because of two things: 
First, the organization with whom I had expected to look for the actual 
supervision of this, the Design and Construction Division of Public 
Building Service has become tremendously involved in the lease-pur- 
chase program. 

Their entire time has been taken up with it. They could not have 
handled the Nicaro program. That is the only source of engineers 
and of the qualified people for supervising this type of project on a 
large scale that we have in Public Building Service. 

Mr. Brooxs. When is the plant scheduled for completion ? 

Mr. Pinxey. It is scheduled for completion about the end of 
October. Completion on this type of job, Mr. Chairman, is a thing 
that doesn’t necessarily have a sharp day cutoff. What I mean by 
completion is that the productive facilities will be able to start operat- 
ing as of that time. We may have some roads to repair because this 
has been terribly hard on roads. We may have some housing to 
finish, some inconsequential items that may not be finished, or mav 
not be finished until spring, but the end of October is the target date 
that I am still aiming at for the completion of this program. 

Mr. Brooxs. That means from January 15, 1954, to October 1956! 

Mr. Pinxtey. The first work was performed at the plant under this 
contract on October 20. 

Mr. Brooxs. You gave the contract to National Lead on January 15 
to get the specifications to get started on building it, didn’t you? 

Mr. Prnxtiry. Yes, sir. 

Mr. Brooxs. That was when they were supposed to get started, that 
is when they got authorization to start getting together the engineers 
and the plans to start building such a plant ? 

Mr. Pinxxey. Yes, the actual contract was signed on April 30 with 
National Lead. 

Mr. Brooxs. Didn’t they get started January 15? 

Mr. Prxxxey. No, sir, they got started 

Mr. Brooxs. They didn’t do a thing then—— 

Mr. Prnxtey. Mr. Chairman, before you can go into real construc- 
tion, you have to have plans and specifications. 

Mr. Brooks. I included plans and specifications. 

Mr. Pinxiry. The plans and specifications were in work all of 
that time. 

Mr. Brooks. They started on those then, or had they started pre- 
vious to January 30? 
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Mr. Prnxiey. They had been making preliminary studies and pre- 
liminary drawings and preliminary plans, first. 

Mr. Brooxs. Had they started prior to January 15 on those plans 
and specifications ? 

Mr. Prnkuey. Yes, sir, they started back almost a year before that. 

Mr. Brooks. So, in fact, they had already started on the preliminary 
plans prior to the actual building and putting together of those things? 

Mr. Prnguey. Yes. 

Mr. Brooks. And from January to October is about what, 32 or 31 
months? 

Mr. Pinker. That is right, sir. 

Mr. Brooks. From the time you made an agreement with them that 
they were going to handle it. Would you explain what some of the 
engineering costs on this expansion were and what the total engineer- 
ing expense has been, including the companies working at Nicaro, and 
give us an estimated total of this expense. 

We went into part of that the other day, you remember. 

Mr. Prnxiey. Yes, sir. 

Mr. Brooxs. I would like for you to just itemize that for us. It is 
interesting. 

Mr. Prnxtey. I don’t have the figure. I will have to furnish them 
to the committee. 

Mr. Brooks. Don’t you have an idea of what the engineering costs 
were on the project ? 

Mr. Pinker. The engineering costs were about two-million-six- 
hundred-thousand-some-odd-dollars. That was the Ferguson con- 
tract. That is the work that the architect engineer has performed. 

Mr. Brooxs. Was there any other engineering done on it? 

Mr. Prnxtey. There was one contract of engineering for the Hersoff 
furnaces which was given to the Nickel Engineering & Research Corp., 
taken away from Ferguson, and taken out of Ferguson’s allotment or 
estimate of cost. I think that amount was $143,000. That was to de- 
sign and engineer the large furnaces, nine large furnaces which are used 
for reducing the ore before it is treated for separation of nickel. 

Mr. Brooxs. Were there any other engineering expenses connected 
with this? 

Mr. Pryxiery. I don’t know of any directly, except field engineering, 
which the Snare-Merritt organization has done. There have been a 
few cases where there has been, oh, for instance, water lines which have 
to be rerouted, or some addition to a concrete footing that is discovered 
necessary by reason of a ground condition that was unknown. They 
have done certain field engineering work. They are also at present 
preparing some very preliminary sketehes on some housing because 
the housing that we have built is of a different type. 

We have built a small amount of housing, but it is for a different 
class of employee than the ones that we are going to build. They 
have made some preliminary sketches on some of that. 

Mr. Brooxs. What is your estimated cost on that engineering? 

Mr. Prnxtey. I can’t tell you, sir. 

Mr. Brooks. Well, $50,000 or $2,600,000 ? 

Mr. Pinker. Probably $10,000, something like that. It is down in 
Cuba and it under the supervision of my man there. I haven’t seen a 
recent audit on that. 
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Mr. Brooks. Now, you did employ Singmaster & Breyer for a year 
at $24,000? 

Mr. Pinktey. Yes, sir. 

Mr. Brooxs. And you did not take up your option but about 3 
weeks after that you reemployed them at $42,000 for a year; is that 
right? 

Mr. Prnxtry. That is right. 

Mr. Brooks. Did National Lead offer to act as prime contractor for 
$10 and costs, did Mr. Wildner tell you that when he was talking to 
you about the details of this prime contract that National Lead receives 
from the GSA ? 

Mr. Prnxtey. Mr. Wildner, at a series of discussions he had with the 
committee, when we were discussing various phases of their definitive 
contract, did make an offer to perform the work for $10. How- 
ever 

Mr. Brooxs. That is what he said: “I will do it for $10 and costs”; 
is that right ? 

Mr. Prnxtey. Yes, sir; but there is another fact to the whole truth. 

Mr. Brooks. What did you say, then, at that time ? 

Mr. Pinxtey. I told him I did not think we could undertake a con- 
tract of that kind if he had to have the clause in it which limited his 
responsibility to the amount of his fee. 

Mr. Brooxs. Did you insist that he take a fee and suggest that he 
take $30,000 for this supervisory work ? 

Mr. Pryxtry. I don’t know that I personally suggested the $30,000. 
The $30,000 was arrived at during a meeting with Mr. Wildner and 
with Mr. Bonner and I believe their attorney, Mr. Lawler, who were 
down at the committee office and were going into all of the various 
provisions of the proposed contract. 

Mr. Brooxs. When you refused to,let him do it for $10 and the cost, 
which is what, almost half a million dollars in cost 

Mr. Pinxtry. The cost to date has been probably around $150,000. 
I beg your pardon, sir, $250,000. 

Mr. Brooxs. Around how much? 

Mr, Pinxtry. About $250,000. However, that cost is going down 
very rapidly. That includes both our supervision in Cuba and the 
engineering work in New York. 

Mr. Brooxs. But you worked on him and he finally agreed to do it 
for $30,000, after his original offer of $10? 

Mr. Pryxtey. No, sir. We talked about several different figures 
and he finally wrote a letter to the committee, in which he stated that 
that was the fee he thought should be paid. 

Mr. Brooks. He originally offered to do it for $10, though, and 
those same costs. didn’t he? 

Mr. PINKLEY. Yes, sir. 

Mr. Brooks. I would like at this point to put in the record, without 
going into it, essentially four short letters, so you will have an idea 
what they are, from Nickel Processing Corp., from Mr. Cremer to Mr. 
Bonner and from Mr. Bonner to Mr. Cremer, and Mr. Pinkley from 
Mr. Bonner, and to Mr. Bonner from Mr. Pinkley. 
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(The information is as follows :) 


NICKEL PROCESSING CORPORATION OF NEW YORK, 
New York, N. Y., May 28, 1954. 


9 Mr. RANDALL CREMER, 
2 Executive Vice President, Frederick Snare Corp., 
ut New York, N. Y. 


DEAR Mr. CREMER: I have before me an invoice from your company dated 

May 26 in the amount of $8,790.23 covering charges for the preparation of a cost 

ir estimate for the Nicaro expansion. This work was performed under our pur- 
chase order NYC-4152 dated December 22, 1953. 


° This purchase order, you will note, specifically states that the total cost was 

S not to exceed $5,000. You are no doubt also aware of the fact that the approval 
we received from the Government limited the cost to $5,000. 

8 In view of these facts, we cannot approve payment for the work performed 

@ under our purchase order NYC-—4152 in excess of $5,000. We are returning your 


invoices and ask that you prepare another set in accordance with the terms of 
our purchase order. 

Very truly yours, 
: (Signed) J. P. BONNER, 


’ Assistant to the President. 
fe 
FREDERICK SNARE CORP., 
New York, N. Y., June 1, 1954. 
‘ Mr. J. P. BonNER, 
S Assisiant to the President, 
Nickel Processing Corp., New York, N. Y. 

a Dear Mr. BonNER: We acknowledge receipt of your letter of May 28, 1954, 

returning our invoice in the sum of $8,790.23 covering the cost of preparing our 
| estimate on the proposed expansion of the Nicaro plant, and calling attention to 

the fact fhat the amount stated is in excess of the $5,000 limit set in your order 
l of December 22, 1953. 
p It is hardly necessary to remind you that Mr. Meister’s letter of January 13, 
. 1954, materially modified the scope of your original order. In effect it required 


us to make two estimates, practically doubling the cost. By that time we had 
made considerable progress on our first estimate based on Ferguson’s revised 

’ plans, and after consulting your company and Mr. Bender, it was decided that 

we should complete this estimate, afterward preparing another based on the 

preliminary design indicated by Ferguson’s very preliminary report of December 

9, 1952. Actually the two designs were not clearly differentiated and there was 

much overlapping between them so this appears to have been the practical thing 

to do and it was concurred in by ali parties including General Services 

. Administration. 

Of course as you will remember, we were not able to work to best advantage 
during the first few weeks of this assignment, due to difficulties in making 
available to us the kind of data relative to proposals and orders which it was 
necessary for us to have. Much of this turned out to be rather sketchy and 
required a lot of time to interpret. 

Considering everything it is surprisiag that the cost was kept as low as it was, 
You will note the charge of $365.19 for overhead expenses, unexpectedly billed 
by Ferguson in connection with turning over design data to us. We have billed 
only out-of-pocket expenses of our own men without any charges for overhead 
or fee. 

Please let us know if any further information is required. We trust that with 
this explanation you will be able to pass our invoice for payment. 

Very truly yours, 
RANDALL CREMER, 
Executive Vice President. 
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NICKEL PROCESSING CorP., OF NEW YorK., 
New York 6, N. Y., September 14, 1954. 
Mr. J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee, 
General Services Administration, 
Washington 25, D. C. 


DEAR Mr. PINKLEY: I have been holding a letter dated June 1, 1954, from Fred- 
erick Snare Corp., awaiting the selection of a construction contractor for the 
Nicaro expansion. This letter requests a reconsideration of my refusal to ap- 
prove payment of $8,790.23 to cover Snare’s charges for making a cost estimate 
of the Nicaro expansion. A copy of Snare’s letter of June 1 and my letter to 
Snare of May 28 are enclosed for your information. 

Justification for my original position in this matter has not been altered by 
Mr. Cremer’s letter of June 1 for the following reasons: 

(1) I consider our Purchase Order NYC—4152 as a definite obligation on the 
part of Frederick Snare Corp. to make an estimate at a cost not to exceed $5,000. 
This monetary authorization was given me in your letter of December 22, 1953, 
and I have no authority to modify this amount. Furthermore, I think that 
Frederick Snare had no authority to accept a modification in the scope of the 
work without first negotiating and justifying an increase in this limitation. 

(2) As far as I am concerned, this office dd not change the scope of the work 
authorized by our Purchase Order N¥C—4152. If we had intended to do so, a 
change order detailing the revised plan together with a revised financial com- 
mitment would have been issued. 

(3) If Snare had not been successful in their bid for the construction con- 
tract, I could perhaps reconsider the above objections. As you know, it is cus- 
tomary that prior to establishing or proposing a fee for a construction con- 
tract, most contractors would usually take steps to make an Order of Magnitude 
estimate. The cost of making such an estimate is part of their normal cost of 
doing business. With this in mind, I feel more strongly than ever that if 
Snare would waive the claim for the charges in excess of the authorized $5,000, 
they would be obtaining this estimate at a very low cost to their company. 

Very truly yours, 
J. P. BONNER, 
Assistant to the President. 


OcToseR 11, 1954. 
Mr. J. P. Bonner, 
Assistant to the President of Nickel Processing Corp., 
New York 6, N. Y. 


Dear Mr. Bonner: I am somewhat at a loss to find an equitable solution to 
the problem posed in your letter of September 14, 1954 regarding the cost of 
the Frederick Snare Corp. estimate of the Nicaro expansion project. 

Mr. H. C. Wildner first suggested that it would be a good thing to have an 
estimate made up and stated that he believed Snare was best equipped by ex- 
perience to make it. This was before the final approval of the project by ODM. 

Your purchase order No. NYC—4152 did set up the cost of the work as $5,000, 
and we have no record of any request for approval of a change. However, Mr. 
Meister did discuss with me, in January, the need for a more comprehensive 
estimate than had been anticipated and I was agreeable, although he made no 
request for any formal approval of modification. Mr. Bender also mentioned 
to me later that he believed a second estimate, based on Ferguson’s revision 
of their original concept, should be made. 

I am not concerned about the amount of Snare’s bill, if the work was per- 
formed to meet the requirements, and if as Mr. Cremer says, they are billing 
for actual expense. I do want to make it quite clear that this office made no 
changes nor gave any authorization or instructions to Snare for any revision. 
I do not recall having ever discussed the estimate with Snare, except to tell 
Mr. Cremer at one time that I hoped they would soon finish it. I do believe, 
however, that everyone concerned, including Ferguson, knew that it was changed. 

In view of the above, I believe that you should satisfy yourselves whether 
the work was performed as billed, and even audit Snare’s accounts if you con- 
sider it necessary. 

As I recall it, Mr. Cremer offered to make the estimate without any change, 
but I refused that offer to avoid obligation. I had also told Mr. Wildner that 
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I believed a charge up to $7,500 would be reasonable. This was before the 
contract between NPC and Snare was signed. 

With respect to your comments in your final paragraph, I do not consider 
them pertinent, as we definitely told Mr. Wildner that any arrangement made 
with Snare was to have no consideration regarding the selection of a constructor 
for the expansion project. Nor do I agree that making this estimate is a part of 
their normal cost of doing business. 

We do not have any copy of the purchase order in our file but suggest that a 
revised one be prepared to reflect the changes and the additional cost. 

In view of the above, you may consider this your authority to settle this 
matter with Snare on an equitable basis, satisfactory to both Snare and NPC. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 

Mr. Brooks. What were the General Services Administration’s re- 
quirements as to the qualifications of the contractor, who was to 
actually go down to Cuba and do the work 7 

Mr. Ptnxtry. I beg your pardon, sir, I didn’t quite get that. 

Mr. Brocxs. What « qualifications did you lay out for the contractor 
who was going to do the construction work in Cuba when the GSA 
laid out qualifications for contractors to do this work ? 

Do you eee what they were? 

Mr. Pryktey. I don’t recall all of the provisions. One was that 
they have an experienced organization who could perform work in 
Cuba, that they would be able to furnish a performance bond up to 
$5 million, that they were a contractor who had had prior experience 
on chemical plants and plants of that nature. I can furnish the com- 
mittee a copy of the scheduled requirements which I submitted to 
National Lead. 

Mr. Brooxs. Did National Lead increase these requirements and 
change them, add some additional requirements ? 

Mr. Prinxrey. I think they did add a few. I don’t believe they were 
the basie items that were added. 

Mr. Brooxs. Did you make up those requirements? 

Mr. Pryxiey. I made up the initial set I suggested and sent to 
National Lead, or handed to them at one of our meetings, I don’t 
recall which. 

Mr. Brooxs. Was it your feeling after you had made up those re- 
quirements and cons sidered Frederick Snare that they met those six 
requirements ? 

Mr. Prnkiey. Yes, sir. 

Mr. Brooxs. Was it your feeling, after you considered Merritt- 
Chapman & Scott, that they meet fully those six requirements ? 

Mr. Pinxtry. They stated definitely that they had—— 

Mr. Brooxs. Not what they stated, what your feeling was. The 
question was: Was it your feeling that Merritt-¢ ‘hapman & Scott 
meet those requirements ? 

Yes, you did, or no, you didn’t. 

Mr. Prnxtey. I think they did. 

Mr. Brooxs. You think they meet all six requirements? 

Mr. Prnxiey. Yes, because they had on their record two jobs i 
Cuba. TI had no way of knowing who they performed them wi alan 
or how they performed them. They had a tunnel right near Habana 

und another job, which was, I believe, a steamship pier, or some such 
offshore facility. They stated definitely that they were able to staff 
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this job with a competent crew of Spanish- speaking employees. | 
have known of Merritt-Chapman & Scott for a long period. 

I have never known any of their people. They have never done 
any work for me, but they have always been a well-known outstanding 
construction company. 

Mr. Brooks. 1 wondered if you would read this May 13 memo- 
randum to Colonel Linderholm, project engineer, to Mr. C. V. Harris, 
industrial engineer, GSA, and then after you read this first page, 
which is fairly short, would you explain for me the averages on these 
various construction jobs down there, dated April 1955¢ It is a sort 
of a cost report, the actual estimate of storage is $8,000—the estimate 
is $8,000 and the actual is $8,973. Overrun, $973. Foundation tilling, 
$30,700, estimate. Actual, $43,800. Overrun, $13,100. 

It runs on down like that. Would you explain that after reading 
this memorandum ¢ 

Mr. Pinkuey. Yes. 

Mr. Brooxs. Would you read it out loud ? 

Mr. Pinker. This is dated Nicaro Oriente, Cuba, May 13, 1955, 
Mr. Carl T. Linderholm, project engineer, GSA, from Mr. C. V. 
Harris, industrial engineer, GSA. Subject is: S. M. Cost Report, 
April 1955. 

May I identify Mr. Harris there and Mr. Linderholm ¢ 

Mr. Brooks. Please, if you would. 

Mr. Prnxuey. Mr. Linderholm was my project engineer in New 
York City, my only employee on this job in New York C ity. Mr. 
Harris was a metallurgical engineer who had worked pr eviously with 
Nickel Processing and we took him over to handle this project at 
Nicaro during the early days until I could get Mr. Linderholm down 
there. [| Reading: | 

In the Snare-Merritt monthly cost report for April 1955, your attention is 
called to items on the attached sheet, which up to the present time overrun the 
estimate for the work to be performed. 

In the case of area 1 site preparation reported as only 35.9 percent complete 
and only 77 percent of the estimated pilings have been driven, if this cost tren d 
persists, it appears that we can expect a $17,000 overrun on the site preparation 
estimates and an overrun of approximately $26,000 on the estimate for piling or 
a total overrun of $43,000 minimum on area A. 

In general, it appears that most site preparation and excavation has bee! 
underestimated. If such proves to be true as the work progresses, without 
offsetting underestimates elsewhere in the work, a total of $1,500,000 to $2 millio! 
minimum overrun of the budget can be expected from this source alone. Tlie 
phrase on construction equipment, G(a) (1), has already exceeded the estimated 
figure by 60 percent and there will be additional charges on this amount as time 
oes on, 

These comments are made in line with Mr. Streker’s recent request to be 
alerted now, rather than next year, if it appears that the job will exceed the 
present budget. 

C. V. Harris, Industrial Engineer 

Mr. Brooks. Those items in overages, would you comment on them: 
they run $900, $3,000, $19,000, $13,000, on. 

Mr. PiInKiry. The overrun estimated in area A, wet or storage site 
preparation, $973. Wet or storage eee and pilot—— 

Mr. Brooks. Colonel, pardon me, sir, I didn’t mean for you to reac 
all of those. You can see what the overages are, 1 of them is $19,000 
1 of them is $13,000, that last set of figures « over there, 1 $900; they give 
little items. I just wondered why we ended up with each one of then 
an overage and some of them pretty sizable ? 
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Mr. Prnxtry. I can explain that very easily, I believe, sir. 

Mr. Brooks. Good. 

Mr. Prnxury. At the time of this estimate, the so-called estimate 
was made, and that is what we call our cost-control estimate, the plans 
and specifications were not completed, and they had as not yet com- 
pleted test borings, soil-test borings to determine how much piling and 
how much reinforcing would be required in the concrete footings. 

We have had a very large and a very excessive demand on the part 
of the job for additional pilings, where we felt and understood from 
previous experience that there was a heavy coral underlay, we have 
found no such underlay, but we have gone as deep as 40 to 50 feet 
with nothing but blue clay or some material. We have had to drive 
probably twice the number of pilings as was originally included in the 
estimates. You can only determine these items by test boring, by boring 
into the soil and examining the ore to see what you have. “That work 
was started in, I believe, July of 1954, but it was not completed at the 

time the estimate was made. 

We have also had a very large increase in the amount of rein- 
forcing rods and the amount of concrete that we have had to put into 
some of the footings. That is due again to soil conditions over which 
we have no control, and it is our feeling that it is much better— 
one of the difficulties in maintenance that you mentioned has been 
the fact that the footings in many cases were not adequate as original- 
ly designed, and even our houses, we have had even to destroy a few 
houses that were built on the original construction and replace them 
because of the bad footing « -onditions which made them fall apart and 
develop cracks in the foundations, and throughout the houses. Some 
of them became actually dangerous. 

I believe that it is good construction to put in the kind of footings 
that our soil analyses and your soil tests bear out. A soil test, as 
you may know, is done by putting—making a compressibility test, a 
square foot pedestal is inserted at the footing level and loaded either 
with sacks of sand, or something of that kind, to get a load test, and 
you do have to leave those for some time before you can determine 
the actua] amount. 

Well, on those phases have overruns. We have, however, on some 
other phases made material savings. 

Mr. Brooks. Would you explain the use of Government surplus 
property in the expansion program? Have there been any complaints 
tbout the condition of the surplus property that actually reaches 
Nicaro? 

Mr. Prnxtey. There has been some complaint, Mr. Chairman. We 
started—inasmuch as GSA is responsible for the overall surplus dis- 
posal program, and knowing that a constructor if he went onto this 
job with his own equipment would not furnish all new equipment, 
we have procured from surplus, and I would say probably to a large 
extent from the Atomic Energy Commission surplus, a very material 
quantity of surplus material. Quite a bit of that has been new. That 

s especially in material such as lumber, such as reinforcing rods, such 
as sae and things of that kind. 

We also have secured a considerable number of trucks, cranes, other 
types of material or equipment, and some of them have not been new. 
They have required some repairs after they got down there. Even at 
that, sir, they have saved the Government a very material sum. 
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Mr. Brooks. You think it has been a desirable program ? 
Mr. Pinkxey. It has been a very desirable program; yes, sir. We 
pay 50 percent of the acquisition cost on new, and that goes back to 
the Treasury. On used equipment, we pay 35 percent if it can be 
used without repairs, or 20 percent if it requires major repairs. 

I would like to state this, however, that the Frederick Snare Corp., 
or I should say the joint venture, has sent engineers and inspected 
every piece of material before it was either selected or approved for 
purchase under surplus. 

Mr. Brooxs. What does George Arnold do for Snare-Merritt? 

Mr. Prnxuey. Mr. Arnold was originally a Frederick Snare em- 
ployee, and he had been employed, I believe, to make a survey or an 
inventory of their own equipment. That was long before Nicaro, a 
considerable time before the Nicaro contract was awarded. 

He has done a very fine job in contacting various Government 
agencies, finding out what materials they have surplus, and where, 
and has really been the key employee in the selection of surplus or 
of finding it, and telling Frederick Snare about it so they can send 
their engineer to inspect it, and that total amount of surplus that 
has been picked up to date is about $2,700,000 acquisition costs, and 
of that about $2,100,000 has gone into the expansion project, and 
the balance into operations. The operations people needed some addi- 
tional rail for their mine expansion and minework, railroad track 
and ties, piping and materials like that, and he has found just while 
he is hunting for this other, he has told me of other materials we 
have procured for the operating contract. 

Mr. Brooxs. Does he work right there with you in your office? 

Mr. Pinxtey. No, sir; he works mostly at home. He does come 
into the office frequently because purchase orders have to be a Gov- 
ernment order, and we do have to write it up, and he helps our stenog- 
raphers and people there in writing it up. We have given him a 
temporary desk there where he can sit down and do those things, but 
he does not work in my office. 

Mr. Brooxs. Was the Westinghouse Corp. given consideration on 
the purchase of electrical equipment by allowing them consideration 
after being 10 days late with their bid ? 

Mr. Prnutey. I believe you are raising the question regarding the 
purchase of some turbines and generators for the new powerplant, 
or for the powerplant extension. There were, I believe, five bids 
originally taken. The Westinghouse Corp. was one of the bidders. 
They were second low on the original bidding. However, they were 
permitted, apparently, by the Ferguson Co., who were then taking 
the bids, to what they call clarify their offer, and it resulted in a new 
low, approximately 2 percent, I believe, under the low bid. I refused 
to accept or consider that, and recommended to Mr. Wildner that 
they have the two low bidders rebid—that was Westinghouse and 
the Elliott Co.—rebid the project. They had all bidders rebid, and 
the result was that Elliott was low by $37,000. 

Mr. Brooxs. That means, then, that because you thought you could 
save some money you went ahead and accepted the new bids? 

Mr. Pinker. That, and also because of good purchasing procedure. 
I don’t consider it good purchasing procedure to allow a clarifica- 
tion after bids have been opened and everybody else’s bid is known. 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 















Mr. 
at it ? 
Mr. 
and he 
them, | 
to take 
Mr. 
best bi 
Mr. 
Att 
repres 
they v 
initial 
Mr. 
I we 
Chapn 
Mr. 
confor 
Mr. 
Mr. 
man. 
Mr. 
Mr. 
Mario! 
ally a 
us the 
that w 
use th 
Mr. 
Mr. 
and th 
Mr. 
Allis-€ 
Mr. 
the spt 
Mr. 
commi 
Mr. 
Mr. 
Wil 
dryers 
Mr. 
were 1] 
each o 
The 
tion, I 
recall, 
contra 
orders 
engine 
tice ar 
data o 
founds 





nt 
re, 
or 
nd 
at 
nd 
nd 
li- 


ile 
we 


me 
V- 
g- 
| & 
ut 


on 
on 


he 
nt, 
ids 
1's, 
ore 
ng 
ew 
ed 
iat 
nd 
nd 


ild 


Ca- 
vn. 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 221 


Mr. Brooks. So you thought they all ought to have another chance 
at it? 

Mr. Prnxtey. I had recommended that they take the two low bidders 
and have them rebid because the others were quite a difference above 
them, but I believe that National Lead’s instructions were to Ferguson 
to take bids from all bidders. 

Mr. Brooxs. In this instance you sole consideration was to get the 
best bid for the United States Government ? 

Mr. Prnxxey. That is right, and we did save approximately $37,000. 

At that time I also insisted that instead of mailing their bids that a 
representative of each company present their bids in person, and that 
they would all be opened in everybody’s presence, and each would 
initial it. 

Mr. Brooxs. That does help in getting low bids. 

I wondered about those 4-yard cranes you purchased from Merritt- 
Chapman & Scott, were they purchased on a low-bid basis? 

Mr. Pinxtey. No, sir; they were purchased on a low-bid basis that 
conformed to spec ifications. 

Mr. Brooxs. Who drew up the specifications ? 

Mr. Pinxury. The specifications were for a 4-yard crane, Mr. Chair- 
man. 

Mr. Brooxs. Were the others bidding on 4-yard cranes? 

Mr. Prnxtry. I believe one or two did, but they were higher than the 
Marion crane bid. The other bid was a Lionell bid which was actu- 
ally a 314-yard crane, with a larger engine, and that would not give 
us the lifting capacity. It w ould not give us the type of eens 
that we had to have for the rugged mining operations which I hope to 
use this equipment in after the expansion is finished. 

Mr. Brooks. Did it meet the specification that had been laid out ? 

Mr. Prnkuey. No, sir; because we asked for a bid on a 4-yard crane, 
and they bid on a 314- -yard crane with just another engine. 

Mr. Brooxs. Now. were the rotary driers that were purchased from 
Allis-Chalmers purchased on a low -bid basis? 

Mr. Pinxiry. Again, it was the low bid of the company which met 
the specification. 

Mr. Brooxs. Why don’t you run through that briefly for the sub- 
committee. 

Mr. Prnxtey. May I refer to my notes, sir? 

Mr. Brooxs. Certainly. 

Will you lay out essentially what the low bids were on these big 
dryers? That is the first thing I wish you would give us. 

Mr. Pryxtey. I don’t have the amounts of those bids, sir. They 
were in the files. I will have to get those for you, the exact amounts of 
each of the bids. 

The first go-around of bidding, which I understand is under ques- 
tion, I believe Mr. Gerstle was asked something about that, I don’t 
recall, I didn’t hear his testimony, but, at any rate, under the original 
contract with the Ferguson Co. they were permitted not to place any 
orders for any equipment but they were permitted to place orders for 
engineering data and shop drawings. It is normal engineering prac- 
tice and design practice to get from each manufacturer certain basic 
data on the design of their equipment in order to incorporate it into 
foundation plans, and so forth. 
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The pambare order which was given, I believe, or at least the invita- 
tion to bid, very clearly stated that this was for purchase, for engineer- 
ing data, and shop drawings only. The second bid was based on a 
much more complete specification, and in fact a number of material 
changes due to certain—the need for improvement that had developed 
at the plant as I mentioned in regard to some of these kilns during the 
interim. One of the primary requirements was that the oil burners be 
mounted in pairs on each of the dryer kilns. The dryer kilns again are 
a tube type of thing, about 200 feet long—well, these are, I believe, 130, 
which rotate, and through which the ore is dried from approximately 
a 35-percent moisture content to about 38. The Allis-Chalmers bid 
included the six burners for the kilns. The General American Traus- 
portation Corp. bid included only 3, 1 for each kiln. 

Mr. Brooks. You have located your notes on that now? 

Mr. Pinxtey. This is a little outline of the deviations from specifi- 
cations. I don’t have the bid differences. 

Mr. Brooks. This is the first bid or the second ¢ 

Mr. Prnxiey. This is the second. The first was not a bid on equip- 
ment. 

Mr. Brooxs. Did Allis-Chalmers bid around $350,000, then, on that 
big dryer equipment ? 

Mr. Pingxey. They bid around $350,000 on the one that they had 
first said would do the job. 

Mr. Brooks. Then did the GSA do some more engineering, and take 
into effeet—— 

Mr. Pinxtey. No, sir; Nickel Processing Corp. reported from the 
plant certain difficulties that were causing tremendous down time on 
the furnaces. 

Mr. Brooks. Well, did they spend around $32,000 reconsidering the 
specifications for a dryer? 

Mr. Pinkteyr. No, sir; I believe what was meant by that was that 
Ferguson had done a certain amount of architectural engineering 
work on the dryers by the time these bids were in. 

Mr. Brooks. By the time the second bids were in ? 

Mr. Pinxxey. That is right. 

Mr. Brooks. They had spent about what, around $30,000 ? 

Mr. Prnxiey. Around $30,000. 

Mr. Brooks. And didn’t the second bids then come in built around 
those specifications? Weren’t those specifications built around the 
Allis-Chalmers machine which they then offered to sell to you, which 
you bought at $480,000 instead of their original $350,000 ? 

Mr. Pinktey. No, sir; they were not the same specifications. They 
were—— 

Mr. Brooks. No, they weren’t the same specifications because you 
reworked the specifications in between the first bid and the second bid, 
didn’t you? 

Mr. Prnxtey. Yes, sir. 

Mr. Brooxs. Weren’t those specifications fulfilled by the Allis- 
Chalmers machine that you bought for $480,000 ¢ 

Mr. Prnxxey. Yes, sir; but I don’t believe that you can take those 
specifications and read Allis-Chalmers’ bid into them, sir, for this 
reason 

Mr. Brooxs. They did meet it, though, without any problem ? 

Mr. Pinker. Which ones, sir, the first ones ? 
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Mr. Brooks. The Allis-Chalmers machine met the specifications 
without any problem by your own testimony about 2 minutes ago. 

Mr. Pinkiey. The second bid of Allis-Chalmers did; yes, sir. 

Mr. Brooxs. And it cost the Government just on that one item 
$130,000 more. 

It looks to me like we spent about $30,000 engineering around one 
machine, then we were over a barrel to purchase it and then when they 
found out about that they just laid it to us for another $130,000. 

Mr. Pinkuey. Mr. Chairman, if it had not been for these other 
deviations from specifications I would have thrown the $30,000 out of 
the window on the design work. I would have had to, because in that 
plant, Mr. Chairman, we are a long, long way from repair parts; we 
are a long, long way from mec hanics that can do any actual adjusting 
work. The equipment that we ship down there, even though it may 
be guaranteed, we can lose 10 times the amount in nickel that the 
improved equipment costs while we are making a change, if it doesn’t 
work after it is down there. 

Now, what we did on the specifications, we told Allis-Chalmers the 
character of the ore, how much moisture had to be taken out of it. 
We told them the number of tons. We told them the power character- 
istics that we could supply, for which we could supply current. They 
designed a kiln which in the opinion of their engineers would meet 
those requirements, and they actually wrote the specifications for 
their own equipment. 

Now, I don’t believe that the specifications that the architect-engi- 
neer furnished on the final equipment did more than tell them what 
we had to have in the way of performance, and what the character 
of the ore and the character of the material they had to work with 
was. Their own specifications—we did set up certain primary require- 
ments based on actual experience with the plant. We required two 
oil burners with each kiln. There were three kilns involved. We 
required that the roofs of the combustion chambers be a flat arch so 
that the refractory brick which I spoke of some time ago can be taken 
out one at a time instead of having to take down a w vhole section of 
the refractories, which was the experience with existing kilns. 

Mr. Brooks. Colonel, did you have any other bids that second 
time ? 

Mr. Pryniny. Yes, sir. 

Mr. Brooks. Were they lower, some of them ? 

Mr. Prvxxey. I think there were 1 or 2 lower, but they did not 
meet the specifications. 

Mr. Rreutman. Pardon me? 

Mr. Brooxs. Mr. Riehlman. 

Mr. Rrenrman. Were they the specifications written by the Chal- 
mers Co. or specifications written by GSA that they could not meet? 

Mr. Pinxiey. GSA did not write any—our architect-engineer pre- 
pared the specification as part of his contract, and part of his job. 
Those specifications were in that final go-round dictated to a degree 
by the operating people at the plant as what they had to have to make 
the equipment operate successfully. These were the things. One was 
lame impingement on the ore. There must be no flame impingement 
on the ore because it makes the ore such that the nickel cannot be 
separated later. It makes it into a hard rock that does not process 
through the furnaces, or through the kilns. 
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The combustion chambers alone, of the two, the Allis-Chalmers has 
3,000 cubic feet of combustion chamber. The General American 
Transportation kiln had 800 feet. There is quite a bit of detail, 
if you want to go into it, sir. 

Mr. Rreu~Man. Well, the specifications, then 

Mr. Pinxtey. Each contractor, as I have stated—the specification 
that was given to each bidder was a specification of our requirements, 
These people are manufacturers of kilns. Some of them do more of it 
than others, but the specifications for the kilns were given in the basis 
of the minimum requirements that we felt we could meet in the way of 
ore characteristics, flame impingement, B. t. u., and so on. And then 
each manufacturer submitted a price on a product that he himself had 
designed to meet those requirements. 

Mr. Rrentman. Who did you have for engineers for GSA in this 
project ? 

Mr. Prnxtey. The architect engineer’s subcontractor was the H. K. 
Ferguson Co. The engineer consultant to the committee was Sing- 
master & Breyer. 

Mr. Brooxs. Who drew those specifications that you were talking 
about ? 

Mr. Prnxtey. The Ferguson Co. 

Mr. Brooks. The GSA’s engineers? 

Mr. Prnxiey. The National Lead subcontractor. 

Mr. Brooxs. GSA was just interested in that it had employed 
National Lead, who had employed H. K. Ferguson, all of which was 
paid for by the GSA? 

Mr. Prnxtey. That is right. 


Mr. Brooks. When you pay for it aren’t they working for you to 
some extent ? 

I would like to read at this point a letter from National Lead ad- 
dressed to Mr. Linderholm, dated February 23, 1955, signed by Mr. 
A. J. Erlacher, the project manager. The subject is: Purchase Order, 
NP-70, Traffic Consultant Services. 


DEAR Mr. LINDERHOLM: We refer to our letter of February 23, 1955, in which 
our purchase order NP-70 for the consulting services of National Lead Co.'s 
traffic manager is disapproved. As you are aware, it is National Lead Co.'s 
responsibility to supervise and coordinate the efforts of the subcontractors en- 
gaged in the Nicaro expansion. In the interest of economy we too approached 
the traffic problem as a Snare-Merritt responsibility, but soon found that they 
were in definite need of guidance and supervision. 

For example, the shipping contract was to have been consummated by February 
1, 1955, at the latest. As of this writing we have received no recommendation 
on this shipping contract. In addition, it is very necessary to schedule ship- 
ments in cooperation with Nickel Processing Corp. to minimize interference at 
Nicaro. The supervisory and consulting functions would best be handled by a 
fully informed and qualified person and it is our recommendation that we avail 
ourselves of Mr. Wearn’s services. On the basis of the above statement, we would 
suggest that you reconsider purchase order 70, and approve same. 

Very truly yours, 
NATIONAL LEAD Co., 
EXRLACHER. 


Did they ever hire that fellow from the National Lead to handle the 
traffic problems along with their own? 

Mr. Pinxuey. I think he did help Snare-Merritt’s traffic people. 
They got in quite a snarl on some of their traffic problems. Shipping 
and expediting is one of the most important functions, and I think 
he did help them. Snare-Merritt had—— 
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Mr. Brooks. This was a reimbursable expense, wasn’t it, the GSA 
paid National Lead for that man ? 

Mr. Pinxtey. I believe that was finally approved. We had disap- 
proved it on the basis that it was a Snare-Merritt responsibility, but 
we did find that the man they had assigned as a traffic manager was— 
had not had as much experience as he might have, and he was having 
difficulty with the shipping companies. 

Mr. Brooks. Gentlemen, the witness requests a few minutes’ recess. 

Mr. Pinxey. I am undergoing a rather severe series of spinal 
arthritis. 

Mr. Brooks. Iam sorry. We will take the few minutes. 

(There was a short recess taken. ) 

Mr. Brooxs. The committee will come to order. 

Mr. Pinxtey. I appreciate your kindness. 

Mr. Brooxs. Good, we don’t want to unduly inconvenience anybody. 

I wonder if I could just read a part of this letter here dated Novem- 
ber, 9 Nicaro, Cuba, to Mr. James P. Pinkley. The subject is procure- 
ment construction, materials, by subcontractor. 

It says: “Dear Mr. Pinkley,” and it is signed by Carl T. Linderholm, 
construction engineer of GSA. 

Deak Mr. PINKLEY: On November 7, 1955, his office wrote you regarding the 
status of lumber procurement. Shortly after writing you the foregoing letter 
we found out the present stock of lumber was worse off than realized. Con- 
sequently, I approved field requisition NFR-1005 for the following lumber to be 
purchased locally. 


Then it lists five items. It goes on and says: 


Another common use item that the subcontractor has run out of in concrete 
work is now being held up for in the C area particularly, is reinforcing steel. 


It lists a few of those items, and winds up with these three paragraphs: 


The foregoing information is submitted to show that material procurement 
is not planned to meet job requirements and cut construction costs. As you are 
aware, this matter of procurement procedure has been called to the attention 
of National Lead and Snare-Merritt since the beginning of the job, and to date 
is no better than when procurement first started. Certainly Snare-Merritt and 
National Lead Co. management should be advised of the holdup of construction 
work because of lack of procurement planning. 

Very truly yours, 


CarL LINDERHOLM. 

And I have here some interesting material, Colonel, and I just won- 
dered if you would lay out why it was ever worked up. This is a 
detailed memo dated December 29, 1955, to the chairman, Nickel and 
Graphite Committee, from a man named—and he is no relation to 
me—H. A. Brooks. 

Mr. Prnxtey. He is from Massachusetts, sir. 

Mr. Brooxs. This is a list of the location of the people that have 
sold things, and it is a long detailed study. Alabama had 23 orders, 
9154,656.91 

Mr. Harpy. Mr. Chairman, might I suggest that is incomplete if it 
doesn’t have the source of the political clearance. 

Mr. Brooxs. Now, Mr. Hardy, I wonder how Virginia is. They 
had 4 sales, $13,640; California, 8 sales, $250,668. 

Mr. Harpy. How did Texas make out ? 

Mr. Brooxs. We didn’t do so good. We didn’t get as much as 
California, 14 sales, $172,000; New York, Mr. Riehlman, 303 sales, 
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$2,250,437. It isa great State. They did not buy anything in North 
Dakota at all. 

It must have taken an awful lot of time and work to figure out how 
much each State was awarded in these contracts. Actually, I would 
think it has no bearing whatsoever on the efficiency and the economy 
of a construction program as to where you bought it. 

It occurs to me if they are buying it in New York, and it is convenient 
if they bought it all in New York, I am not going to complain about it. 
Mr. Krueger hasn’t complained, and they didn’t buy anything from 
his State. 

I just wonder why this was prepared, if that is a general policy? 

Mr. Prnxtry. No, sir; it is not a general policy. 

Mr. Brooks. Why did you do it? 

Mr. Prnxiry. They had a schedule of the purchase orders, and we 
had from a few Congressmen requests for consideration of procure- 
ment in bad labor areas or in disaster relief areas, and things of that 
kind. 

Mr. Brooks, I do not know how much time he spent on this: I do 
not think too much. He does a lot of this thing, charts, and such. 

Mr. Brooks. Get the right one; give his initials. 

Mr. Pinxiery. I am sorry, Mr. H. A. Brooks. He is an engineer 
that works in my division. He does a lot of work on colored charts 
and things of that kind on the work going on. 

Mr. Harpy. That was not a statistical analysis because of requests 
from Members of Congress ? 

Mr. Pinx.ey. No, but certain States that were known to be disaster, 
I was wondering whether we were actually putting materials and 
purchases into some of those States. We were. Now, actually the dis- 
tribution is actually in comparison with the industrial activities with- 
in the States, it is fairly well distributed. 

Mr. Harpy. In addition to consideration of this surplus labor aspect 
of a particular location, you do have to consider the economics of the 
procurement; do you not? 

Mr. Pinxiry. That is right, because of the freight. 

Mr. Harpy. That is what I was wondering. Even if Mr. Krueger's 
area had been involved, the freight would probably have been 
prohibitive. 

Mr. Krurcer. We are not complaining. 

Mr. Harpy. I understood that, and I did not mean to infer that they 
were. Asa matter of fact, I have not fussed about the three contracts 
Virginia got. 

Mr. Brooxs. Any further questions, Mr. Hardy ? 

Colonel, I wanted to read a part of this memo dated March 19, 1954, 
to J. P. Pinkley, chairman, Nickel Graphite Committee, from Clarence 
A. Fredell, member of the Nickel Graphite Committee, signed by him. 

The last paragraph of a five-paragraph letter points out—the sub- 
ject is Nicaro Expansion, Government Supervision and Inspection, 
Singmaster & Breyer, the last paragraph : 

I do not believe that their services would be required throughout the entire 
construction period, but that they would be invaluable during the first 6 or 8 
months until all design was finally completed and approved. Following the 
freezing of design, the actual supervision of construction responsibility would 
be in the hands of National Lead, and it would not be necessary to have the con- 
tinuing use of Singmaster & Breyer’s services until possibly they were called in 
again for a review of the finished plant for acceptance purposes. 
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Now I would like to read part of this letter, the last half of this 
letter, dated March 16, 1954, also to Mr. Pinkley, and Mr. Fredell, from 
Johnston Russell, a member of the Nickel Graphite Committee. It is 
on the subject of governmental supervision and inspection, Singmaster 
& Breyer, Nicaro. 

It says: 

If the reason for considering Singmaster & Breyer’s proposal is that we 
do not have the employees capable of doing certain necessary things, then the 
indicated procedure is to dispense with our staff and save their salaries, not to 
heap costs on cost. The fact that Singmaster & Breyer are not employees of 
the Government is irrelevant. Under such a retainer as they propose, their 
position would be so nearly that of employees as to make any difference neglizible. 

If the services differ in part only, then it is essential to define the scope of each 
precisely so that the staffing requirements can be limited to no more than what 
is needed and the services of Singmaster & Breyer are otherwise limited to those 
which our staff cannot render and their fee graded accordingly. 

In a discussion too brief to be conclusive of anything, Mr. Fredell averted 
to only one service to be rendered by Singmaster & Breyer which cannot be 
accomplished, in his opinion, by any member of the committee or other employee 
of the Government. The review of the engineering drawings, plans, and specifi- 
cations, be prepared under subcontract, and which the committee, if the con- 
templated contract is executed, will have the obligation to approve, at least 
in part. 

I do not think that the rendition of this service would warrant a retainer on an 
annual basis of $2,000 a month, plus expenses. I do not say that the retainer 
proposed is unreasonable, per se, in amount. I do say that I at least am insuffi- 
ciently informed to permit me to determine whether or not it is reasonable with 
respect to the services to be performed and to determine whether the same 
services cannot be obtained elsewhere more cheaply. 


(Signed) JoHNSTON RUSSELL, 
Member of the Committee. 

He apparently felt at that time that the Graphite Committee was 
ina better position to handle some of this $24,000 worth of engineering, 
which was multiplied into $42,000. 

Mr. Pinxtey. May I comment on that, sir ? 

Mr. Brooks. Please, if you would. 

Mr. Pryxuiey. Members of the Nickel-Graphite Committee have 
full-time jobs at other things. In my position, as Director of the 
Division, I have 1,008 Government properties to manage and a com- 
paratively small staff. Mr. Russell is in the C omptroller’s Office and 
has very much more than a full-time job. 

Mr. Fredell is with the Merchant Preourement Service and he is 
involved in the procurement of stockpile, materials other than nickel 
mostly, but in very many other phases of that work. 

I have only one engineer devoting full time to Nicaro. I found 
if I were to undert: .ke this work—I am construction engineer, not 
metallurgical or electrical or a chemical engineer, and I do have to 
rely on other specialists in engineering for certain advice and certain 
counsel. 

In obtaining even one representative in New York City to represent 
the Government on this project, Mr. Linderholm, it took me almost 
i year to find a replacement, and to get a man who had sufficient back- 
ground to handle that particular job. It would have meant that I 
—— have to build up my staff with a number of engineers, and 

frankly, the type of engineer and the quality and caliber that Sing- 
master & Breyer were : able to furnish us, I could not have obtained 
for the salaries payable under civil service. 
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You just cannot get that kind of engineer within the salary range 
that civil service will allow. 

Mr. Brooks. Thank you, Colonel. I would like at this time to put 
in a letter addressed to you, Mr. Pinkley, dated May 19, 1955, signed 
by Mr. Frank Breyer, of Singmaster & Breyer. 

Put that in the record. 

(The letter referred to above is as follows :) 


SINGMASTER & BREYER, 
New York 17, N. Y., May 19, 1955. 
Mr. JAMEs P, PINKLEY, 
Chairman, Nickel-Graphite Committee, 
General Services Administration, 
Washington 25, D.C. 


DeAR Mr. PINKLEY: On April 8, we wrote you concerning the extension of 
our contract No. GS—00—-B-(D)-1517 beyond its present expiration date of June 
7, 1955. In that letter, we explained that an extension of 1 year would be 
necessary if we are to complete our job as technical consultants and advisers 
to the Nickel-Graphite Committee in connection with the expansion of the Nicaro 
nickel plant. 

Since our letter of April 8, we have discussed with you the furnishing of our 
services in connection with the establishment of a pilot plant at Nicaro. We 
are agreeable to the expansion of the scope of our services to cover this. We 
consider that the initial function of the proposed pilot plant is to test the 
amenability of the new ore bodies to the Nicaro process. Secondary functions 
of the pilot plant would consist of work on the cobalt recovery program, and 
improving the metallurgical performance of the Nicaro operation generally. 

In order to insure that the pilot plant is best suited to carry out the above 
functions and related programs, we would advise you in the determination 
of the size of plant required, its general and detailed design, and the manner 
in which pilot-plant operations should be integrated in the overall research 
effort. We are well qualified to handle this type of work, since both Mr. Sing- 
master and I have extensive backgrounds in research and development, and 
several of my other partners and staff members have considerable experience in 
this field. We are frequently given assignments to evaluate pilot plant and 
development projects, and are currently carrying out several studies of this type. 

In our earlier letter, we explained that our costs for the work we have been 
doing under the present contract have exceeded the amount of our retainer, 
and we requested you to consider increasing the amount of this retainer to $3,500 
per month for future work. In making this request, we realized that our activ- 
ities under parts (a), (b), and (c) of the scope of services as defined in con- 
tract GS-00-B-(D)-1517 may decrease somewhat during the coming year as 
compared to the past year, but we firmly believe the increase in work required 
under the remaining parts of the scope will more than offset any such decrease. 
Although we expect to spend considerably more than $1,000 per month on the 
pilot-plant work, we are willing to accept a total retainer of $4,500 per month 
for the 2 jobs. 

While we realize that the formal change in scope and fee and extension of 
our present contract may take some time, it is our understanding that our 
advice on the pilot plant would be desirable immediately. In order to ex- 
pedite matters, we are quite willing to proceed on the pilot-plant work on the 
basis of a letter contract or letter of intent pending execution of the final docu- 
ment, if you so desire. 

Very truly yours, 
SINGMASTER & BREYER, 
FRANK G. BREYER. 


Mr. Brooks. I would like to read into the record now a letter of 
June 28, 1954, to Mr. H. C. Wildner, president of Nickel Processing 
Corp., 111 Broadway, New York, N. Y., signed by Mr. J. P. Pinkley, 
chairman of the Nickel Graphite Committee. This letter says: 

Dear Mr. WILDNER: We have discussed with you the employment by the firm 


of Singmaster & Breyer, as engineering and metallurgical consultants for the 
expansion program, and have explained our reasons for that action. 
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The purpose of this letter is to explain how we propose to operate under 
this arrangement and to request your cooperation. First, however, I want you 
to know that the arrangement for a consulting service should in no way be 
interpreted as an indication of any lack of confidence in either National Lead 
Co. as a prime contractor or in the H. K. Ferguson Co., as the architect engineer. 

The consultants will have no responsibilities in connection with the design 
or planning, the construction or the plant operation, other than to review the 
flow diagram, basic engineering and engineering data, the proposed facility 
layouts and equipment designs, and then make recommendations or suggestions 
to the Committee regarding any improvements which, in their opinion, should 
be considered. They are to issue no instructions or opinions directly to any 
representatives of the contractor or any subcontractor, but will work entirely 
with the Committee and its representatives. It is our plan that when the con- 
sultant has any suggestions or recommendations regarding any phase of the 
expansion project, that they will be conveyed to the National Lead Co. project 
manager, and if required, will be discussed by a Committee member or repre- 
sentative With your people, and such of your subcontractors’ staff as you believe 
appropriate to determine their merit. 

Consideration should be based on the technical feasibility, the economic aspect, 
time factors, and operational practicability. Adoption or rejection of any 
changes recommended will depend upon these considerations. I have personally 
explained to Mr. Frank Breyer that attitude must be a whole, constructive and 
objective one, and that it must not in any way be critical. This he has agreed 
to. I feel that this attitude must be adopted by all of us who are concerned 
with the project and see no reason why it should not result in complete coopera- 
tion and teamwork. 

I have requested Mr. W. C. Strecker to initiate the required action to put 
this plan into operation. Please arrange for him to obtain from your staff or 
from Ferguson all flow diagrams, designs, balances, and basic data now available 
for delivery to the consultants for review. Mr. Meister has raised several ques- 
tions of changes in design on which decisions must be made shortly. To give 
them proper consideration, all data concerning them should be made available 
to Mr. Strecker. We have been endeavoring to install a capable engineer as our 
New York project engineer and hope to have him on the job in the near future. 
Tn the meantime, we shall appreciate any assistance you can give Mr. Strecker. 

Very truly yours, 
J. P. PINKLEY. 

Gentlemen, at this point I would like to say that we would postpone 
further questioning of Colonel Pinkley, until such time as we have 
completed questioning of the witnesses from out of town, particularly 
and specifically those from Chicago. If that is reasonable we could 
take up, gentlemen, Mr. Balmer, Mr. Shafer, and Mr. Moore, from 
Chicago, starting at 1:30, and then as soon as we finish with them, we 
could conclude with Mr. Pinkley. I think in that way we would not 
unduly inconvenience those folks from Chicago who have been kind 
enough to stay over last night and who have had some problems this 
morning. 

Mr. Prnxuey. Mr. Chairman. 

Mr. Brooks. Yes, sir, Colonel ? 

Mr. Prnxtey. Yesterday I discussed briefly a question that you had 
raised in regard to the 6 or 10 percent as it had been discussed on 
Insurance. 

Mr. Brooks. We will get to the insurance question with you, Colonel. 
We haven’t finished with you. We will have you come back. We 
want to talk with you some more. You have been very helpful and we 
will want you to explain that to us. 

Mr. Youneer. This insurance may bear on your questions this 
afternoon. 

Mr. Brooks. We are going to talk about insurance this afternoon. 
Mr. Youncer. Will he be there? 
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Mr. Brooks. I trust he will be here. 
Mr. Prinxiey. I will be here. 
Mr. Brooxs. Thank you, sir. 
(Whereupon, at 12 noon, the subcommittee adjourned until 1:30 
p. m.) 
AFTERNOON SESSION 


The subcommittee met, pursuant to adjournment, at 1:30 p. m., in 
room 445, Old House Office Building, Hon. Jack Brooks (chairman of 
the subcommittee) presiding. 

Present: Representatives Brooks, Hardy, Moss, Holtzman, Reuss, 
Riehlman, and Younger. 

Also present: Vernon McDaniels, staff director; and William EF. 
Townsley, subcommittee counsel. 

Mr. Brooks. Gentlemen, the subcommittee will come to order, a 
quorum being present. 

I would like to call the first witness this afternoon, Mr. Shafer. 


TESTIMONY OF ERWIN SHAFER, PARTNER, BALMER & MOORE 
INSURANCE AGENCY, CHICAGO, ILL.; ACCOMPANIED BY NATHAN 
COHEN, ATTORNEY 


Mr. Shafer, would you raise your right hand and be sworn, sir? Do 
you swear the testimony you are about to give to this subcommittee is 
the truth, the whole truth, and nothing but ‘the tr uth, so help you God! 

Mr. Suarer. I do. 

Mr. Brooxs. Would you be seated, sir. 

I note that you have your counsel here, apparently, with you. 
Would you like to be sworn at this time if you are going to give any 
testimony ? 

Mr. CoHEN. I have no intention of giving any testimony. We may 
engage in argument, Mr. Chairman, but I will not give testimony. 
[ would like to make a statement, if I may, Mr. Chairman. 

Mr. Brooks. Why don’t you ask Mr. Shafer? Are you going to 
represent him and talk for him, are you going to testify to the com- 
mittee and give them recommendations and suggestions ? 

Mr. Conen. No. I first wish to make a request of the committee, 
through the Chair, that the three clients I represent here be sworn in 
simultaneously, as was done with respect to other witnesses so that it 
would facilitate the questioning members of the committee, in that 
certain matters which you will raise will be within the knowledge of 
certain witnesses or a witness, and other matters within the knowledge 
of others, and for that reason I make the request of the Chair. 

Mr. Brooks. I appreciate that suggestion which you have repeated 
to me earlier this morning and I will consider it; and when it seenis 
necessary to swear the other witnesses and ask them, we will. 

Thank you very much. 

Mr. Conen. Thank you. 

I would like to make just one more brief statement, if I may, Mr. 
Chairman. 

Mr. Brooxs. Mr. Cohen, you are taking up a lot of time, but go 
ahead. 

Mr. Conen. I have no intention of doing that, but I appreciate 
the light air in which you takeit. I thank you. 
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Mr. Brooks. Wait a minute; I am not taking this in a light air. 
| am perfectly serious. If you are coming down to make a state- 
ment and testify at length before this subcommittee, you are going 
to be sworn like ever ybody else. I am not making light of this and 
[ don’t want you to, either. If you want to make a “statement, you 
can be sworn, like everybody else. If you don’t, sit down and tell 
your client whatever you please. 

I am not asking for your statements. If I want them I will ask 
for them. 

Mr. Conen. I wish to make a statement on behalf of my client 
which has nothing to do with evidence. It is addressed, if the Chair 
please, to the subpenas which have been served upon my clients and 
| have advised them, based upon the case of Kilbourne against 
Thompson, and other decisions of the Federal courts, that they had 
a right to challenge the validity of those subpenas; and I want to 
say to you, sir, that they chose not to follow that advice. 

They come before you anxious to tell their side of the story in the 
light of the charges which have been made here by the compl: uning 
witnesses, Nadler and Solow, as found in a magazine article which 
appeared some months ago. They will testify to the best of their 
knowledge and ability and within the reach of their memory. 

Thank you. 

\fr. Brooks. Thank you very muc! 

| think that is a highly comm save attitude and I would like 
at ‘an time to thank them and to remind the subcommittee that they 
have courteously brought with them some 80 letters and documents 
ond were kind enough to wait last night while they had us list and 


itemize each of those documents, number them and sign for them. 
think it was about 7 o’clock last night when we got the list typed up 
Me signed for them. 
> have them. We have had the opportunity to lock over a couple 
of them last night, late, and found some of them worth having signed 


for. 

At this point, Mr. Shafer, I would like to ask you when was the 
almer-Moore insurance agency partnership formed ? 

Mr. Suarer. Mr. Chairman, if you mean formed in the sense of 
when did we begin to talk about it and formulate the idea for it in 
our mind, that goes back quite a time, and the date would be indefi- 
nite. It finally became an actuality in the sense that a brokers’ 
license was issued to the firm as a firm, rather than the individuals 
of it, on May 25, 1954. 

Mr. Brooks. Thank you. The members of that firm are—— 

Mr. SHarer. Mr. Balmer, Mr. Moore, and myself. 

Mr. Brooxs. Thank you. 

Now as an insurance agent, what insurance companies has your 

agency represented and do now represent ? 

Mr. Suarer. Well, I personally have been in the insurance business 
‘ince as far back as 1938. I assume you are referring to the company 
is a company. Naturally, as brokers, we are in a position to place 
our insurance with any insurance company. We did have an agency 
relationship or an agency contract, I should say, which is dated No- 
ve a r 11, 1953, and, of course, which was preceded by some consid- 
erable period before that with negotiations with this company to be 
recognized as an agency. 





232 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Mr. Brooxs. What was this company, and is that the only one that 
you were representing ? 

Mr. Suarer. It was the only one at that time. 

Mr. Brooxs. What was the name of it? 

Mr. Suarer. The American Surety Co. 

Mr. Brooxs. And you became an agent for that particular com- 
pany and that company only? 

Mr. Suarer. We became an agency for that company. No, sir, that 
did not preclude me, for instance, from representing myself to other 
companies as a broker. 

Mr. Brooxs. Thank you. When did your agency first receive a 
brokers license? 

Mr. Suarer. That is the date May 25, 1954. 

Mr. Brooks. That is when you first got your brokers license ? 

Mr. Suarer. That is when the firm, Balmer & Moore, became 
licensed as brokers. I have had a brokers license since long before 
then. I believe Mr. Moore and Mr. Balmer have also had brokers 
licenses since a previous date. 

Mr. Brooxss. I take it that the agency did not get a license in Illinois 
on August 9, 1955? 

Mr. Suarer. I don’t understand your question, sir. The agency 
has been licensed since 1953, November 11. 

Mr. Brooxs. My question is: Did you get a brokers license in IIli- 
nois on August 9, 1955, a brokers license for the agency ¢ 

Mr. Suarer. I don’t recall, but that would be a renewal license if 
we obtained one on that date. 

Mr. Brooks. The first 

Mr. Suarer. These licenses are renewed every year, Mr. Chairman. 

Mr. Brooxs. And so the date that the insurance agency was formed, 
May 25, 1954, was the date that you got your first brokers license for 
the agency ¢ 

Mr. Suarer. That was not the date on which it was formed. That 
is the date on which it was licensed, in the same sense that you might 
decide to form a corporation and take 2 or 3 years before you actually 
take out the papers to incorporate it. 

Mr. Brooxs. When did your agency first receive an out-of-State 
broker’s license in New York State? 

Mr. Suarer. Well, in the absence of my files, Mr. Chairman, and 
without a note of reference in regard to it, I can’t give you that 
answer. 

Mr. Brooxs. Would September 9, 1955, in New York, sound about 
right ? 

Mr. SHarer. 1955? 

Mr. Brooks. Yes, sir. 

Mr. Suarer. We took out a license for the year 1954, 1955, if I 
recall, and recently another one for the year 1955-56. I can’t give 
you the dates on which those licenses became effective. The custom 
of the insurance business is that if you obtain business in a State 
other than your own, you apply for a license in that other State on 
a reciprocity basis. It is simply a question of sending in a fee and 
obtaining a license. 

Mr. Brooxs. Now, the GSA record that they gave us pointed out 
that your current license, date of issue as a broker, Balmer & Moore, 
August 9, 1955, indicating that it was in Illinois, and I wonder if—— 
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Mr. Youncer. Mr. Chairman, would it be all right to give him that 
document and see if he could verify those dates ? 

Mr. Brooks. This might be of seme help to him. What we are try- 
ing to establish now is when you got your first out-of-State broker’s 
license, the State in question being New York. 

Mr. Suarer. This 1s all in regard to Illinois, Mr. Chairman; it is not 
of assistance to me. 

Mr. Brooxs. And you don’t remember when you got it in New York, 
a broker’s license ? 

Mr. Suarer. Well, I do remember, and the files will disclose that we 
waited a long time before we took out a license in the State of New 
York because there was a legal question involved as to whether we were 
actually engaging in business in the State of New York. 

If you w ant a further explanation of that, I will be glad to go into it. 

Mr. Brooks. September 9, 1955, does that sound “like around the 
right date? 

Mr. Suarer. I will accept it because there must be something in the 
files to indicate it, and I presume you didn’t get that date out of the 
air. 

Mr. Brooks. No; I didn’t. Besides being a licensed broker in New 
York, is the firm licensed to act either as an agent or broker in any 
other State or country other than Illinois? 

Mr. Suarer. No, sir. 

Mr. Brooxs. When did Snare-Merritt designate your firm as broker 
for insurance on the expansion project ? 

Mr. Suarer. I received correspondence relative to the designation— 
let me start again. 

We had an arrangement that we would be appointed in the event 
that the company we were representing at that time was the low bidder 
in January of 1955. We received correspondence relative to the ap- 
pointment and to the issue of a letter of record making us a broker of 
record on May 3, 1955. 

That letter came in undated. There was further correspondence as 
to whether that was purposely undated to make it a sort of open docu- 
ment or whether it was done by omission. We discovered it was by 
omission. They instructed us to put that date on the letter and to 
consider that we were the brokers of record from the beginning of the 
contract. 

Mr. Brooks. Thank you. 

Mr. Younger. 

Mr. Younger. Yes. 

You mentioned that you had an arrangement, a previous arrange- 
ment. What did you mean by that, and with whom was the arrange- 
ment made ? 

Mr. Suarer. I had an arrangement with the insurance company that 
if they were the low bidder they would recognize us as the brokers of 
record providing that no one else was appointed by Snare-Merritt. I 
also had an arrangement with Snare-Merritt that in the event the com- 
pany we were representing did come in as the low bidder that they 
would recognize us as a broker of record. 

Mr. Youncer. The ar rangement was with the insurance company 
and with the Snare Co. ? 

Mr. Suarer. That is correct. 

Mr. Youncer. That is all. 


74804—56——-16 
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Mr. Brooxs. When did you first become interested in the Nicaro 
insurance ¢ 

Mr. Suarer. It would be approximately the middle of November 
to the early part of December. 

Mr. Brooxs. What year? 

Mr. Suarer. 1954. 

Mr. Brooxs. From December of 1954—— 

Mr. Suarer. Some time between the middle of November and the 
arly part of December. 

Mr. Brooks. In 1954? 

Mr. Suarer. In 1954, 

Mr. Brooks. To whom did you make your first inquiry with an 
employee of GSA ? 

Mr. Suarer. Is Mr. Mansure an employee of GSA ? 

Mr. Brooxs. Well, I would say he is the Administrator, to be more 
exact. He is associated with the folks over there, though. 

Mr. Suarer. If he qualifies as an employee of GSA, then I first 
made inquiry in his office on January 14, 1955. 

Mr. Brooxs. What was the gist of that inquiry; do you recall the 
details of it at all? 

Mr. Suarer. Yes, sir; Ido. I had no accurate information on this 
situation as of that date. I was in Washington on business, which 
was not connected with the Government, or anything related to it. | 
decided to take advantage of the fact that I was here to obtain addi- 
tional information concerning the insurance possibilities. 

i went up to Mr, Mansure’s office, not being very familiar with the 
GSA setup, and I sent him my card. I had no appointment. Mr. 
Mansure, of course, would not know my name, and would not know 
me, probably, so I wrote on the card, “from Bill Balmer.” I gave the 
card to his secretary. I could see into the next room. She walked 
into that room. I believe that she then picked up the phone and said 
something, presumably to Mr. Mansure—I don’t swear to that. A 
few moments later Mr. Mansure walked out. I believe that a few 
people preceded him. He said to me, “I am just saying goodby to 
some people, and about to see another group. You didn’t have an ap- 
pointment, did you?” I said “No, sir; I did not, and I apologize for 
calling without one. I wanted to get some information which your 
staff can very well supply.” He said, “Well, what do you want?” | 
said, “Well, I am interested in the Nicaro insurance.” He said, “I! 
don’t know anything about that. You will get all of your informa 
tion from Colonel Pinkley,” and I think he went on to say to one of 
the young ladies there, “this young lady will tell you where to find 
him. Please excuse me.” 

An that was the entire conversation, as I recall it. 

Mr. Brooxs. Did Balmer & Moore participate in any of the insur- 
ance which was placed in 1954? 

Mr. Suarer. I don’t know what insurance was placed in 1954. 

Mr. Brooks. Insurance placed by the GSA either for Nicaro or 
some other project. 

Mr. Suarer. I am not aware of any insurance we have ever par- 
ticipated in with GSA. 

Mr. Brooks. Or for contractors like Snare-Merritt that are work- 
ing for GSA? 
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Mr. Suarer. With the exception of this particular contract, I don’t 
know of any of those, either. 

Mr. Brooks. You all did not participate in any way in the insurance 
that was on the binder while these negotiations were being transacted { 

Mr. Suaver. Not that Lam aware of. 

Mr. Brooks. Would you explain the basis of your agreement with 
Godoy Sayan, bringing up to date any fees other than brokerage fees 
in the Snare-Merritt program 

Mr. Suarer. I am not sure I understand the question, Mr. Chair- 
man. Would you tell me specifically what part of the arrangement 
you are referring to? 

Mr. Brooxs. In the Snare-Merritt insurance that you are handling, 
apparently as a broker, is your brokerage fee the total compensation 
that you are getting out of Godoy-Say: an? 

Mr. Suarer. To date we receive no compensation whatever. ‘The 
arrangement that was made on that program may or may not apply 
to this particular instance, and will have to be determined in accord- 
ance with whether Cuban law will or will not permit it. 

We did have an arrangement which is quite common in the insur- 
ance business for what is called a contingent, namely, that when an 
agent or a broker produces enough business to create a volume over a 
certain amount, the company usually will pay what is called a con- 
tingent, which represents a bonus out of the profit that company may 
make; 1f there is no profit, there is no bonus. 

Mr. Brooxs. And you had such an agreement with Godoy-Sayan ? 

Mr. Suarer. We had such an agreement. 

Mr. Brooks. And as yet you haven’t received any fee on this? 

Mr. Suarer. We have received no fee whatever. 

Mr. Brooks. Did not Godoy-Sayan submit a bid for La Alianza 
on the first bids? 

Mr. Suarerr. I now know that they did. 

Mr. Brooxs. You now know that thew did? 

Mr. Suarer. Yes, sir. 

Mr. Brooks. W ell, could you give me an idea as to why such a pow- 
erful firm would enter into an ar rangement with a newly created agent 
in Chicago that just had fairly recently gotten a license in New York? 

Mr. Suarer. As a matter of fact, we were not then licensed in New 
York, Mr. Chairman. 

Mr. Brooks. You weren’t licensed at the time? 

Mr. Suarer. No, sir; we were not, and we were not particularly 
seeking this insurance as a New York piece of business. They entered 

ito the arrangement because I came well recommended to them, and 
because they had nothing to lose and everything to gain by doing so. 

At least, I presume that those are the reasons. After all, I “didn’t 
look into their minds. I went there to do a job of selling, and I did 
it. Tcame away with what I went after. 

Mr. Brooks. You came there well represented as a broker who 
would be of real service to them in selling this insurance to Snare- 
Merritt ? 

Mr. Suarer. I am sorry, I didn’t follow that. 

Mr. Brooks. I say, you went there well represented as a broker 
who could help them in placing their insurance and getting their 
bi approved by Snare-Merritt, and GSA later, or, 1 rather, “Snare- 











































236 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Merritt, National Lead, and GSA, that is the way the chain of com- 
mand runs. 

Mr. Suarer. No, sir; I went there with a general introduction; in 
in insurance circles, as in other circles, it is not only important to know 
people to whom you can sell insurance, but also people with whom 
you can place insurance. 

The field of insurance, as in every other field, is one where it is well 
to know other people in your own business. 

Mr. Brooks. Did the Godoy Sayan Corp. pay your expenses on your 
trip to Cuba late in January 1955? 

Mr. SHarer. Yes, sir; they did. 

Mr. Brooxs. Why was that ? 

Mr. Suarer. They invited me to be their guest to visit their facili- 
ties so that I might see for myself what an excellent setup they had 
created down in Cuba. 

Mr. Brooks. This is with the hope we might assume that you would 
place additional insurance for them, maybe on this project or others? 

Mr. Saver. As a matter of fact, Mr. Chairman, when I first went 
to see them it was not with the idea that we would necessarily con- 
fine ourselves to this contract at all. What we did have in mind, 
quite definitely, and I think you will find it somewhat borne out in 
the correspondence that we had, was that we would attempt to create 
other opportunities to place insurance with them from foreign coun- 
tries in which they were interested. 

Mr. Brooxs. Has your firm received any fee on the insurance let 
by the Nickel Processing Corp. ? 

Mr. Suarer. No, sir. 

Mr. Brooxs. Does your firm receive a commission on expansion 
insurance other than that let with La Alianza ? 

Mr. Suarer. No, sir. 

Mr. Brooks. You are handling no other insurance or, rather, you 
are not receiving any fees from any other company that is handling 
insurance on the expansion project ? 

Mr. Suarer. I misunderstood you, sir. I mean we have not re- 
ceived any fees. We have received fees from nobody. If you mean 
will be entitled to fees when they are paid, the answer is that the 
El Globo Co., who also participated in this insurance, when they 
receive ther premiums they will also owe us part of a commission. 

Mr. Brooks. You were broker, then, for E] Globo, on the expansion 
project, too? 

Mr. Suarer. In this case we are brokers for them, as far as this in- 
surance goes. 

Mr. Brooxs. This is a little confusing to me; I wonder if you would 
explain that to me. I didn’t quite figure that out from your cor- 
respondence. 

Mr. Suarer. I think it was Mr. Hardy yesterday who wanted to 
know what a broker does. 

Mr. Harpy. That was a question I had in mind, but actually Mr. 
Reuss asked it. 

Mr. Suarer. Yes, sir; I believe he did ask that question yesterday. 

Perhaps if I answer it today it will clarify the thing. A broker is 
like a preacher at the marriage. He doesn’t go on the honeymoon, 
but he is important to the wedding. 
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Mr. Brooxs. Have the preachers concurred in this definition ? 

Mr. Suarer. It may be a subject for inquiry, sir. 

However, he is essential to the program. ‘There has to be a middle- 
man to transmit the ideas of the insurance company and of the person 
who is buying insurance from one to the other, and usually that is 
done more reasonably and equitably if there is a third party in between. 

Now, in this particular case, since Snare-Merritt appointed us for 
the larger piece of insurance, it was simple procedure to appoint the 
same brokers for the smaller piece. In this case E] Globo simply ac- 
cepted us automatically as the broker of record, because we were ap- 
pointed by Snare-Merritt. 

Mr. Brooks. Did you discuss the Nicaro insurance with Mr. Balmer 
before you went to GSA? 

Mr. Suarer. Yes, sir; in a general way, I did. 

Mr. Brooxs. Did Mr. Balmer indicate the firm had a chance of get- 
ting the business ? 

Mr. SHarer. Mr. Balmer just said that if I wanted to go ahead and 
look into it there was no reason that he could think of not to do so. 

Your questions have not brought out yet, but I think that it is im- 
portant for the record, that when I began to look into the question of 
insurance for Nicaro, we were interested in the possibilities of writing 
a performance bond. We were not interested in workmen’s compen- 
sation at all. 

Mr. Brooks. This was just a sidelight that developed ? 

Mr. Suarer. We weren’t aware of the possibility of it at that time. 
We became aware of it at a later date and decided as long as there was 
no performance bond, and we had informed ourselves and spent money 
to inform ourselves about other aspects of it, that we might just as well 
proceed and see if we could not get that piece of business. 

Mr. Brooxs. Did Mr. Mansure indicate to you that he had men- 
tioned Balmer to Mr. Cremer ? 

Mr. Couen. Would the Chair forgive me for interjecting, could you 
place the time of that conversation ¢ 

Mr. Harpy. Any time. 

Mr. Brooxs. I will restate the question. 

Did Mr. Mansure indicate to you that he had mentioned Balmer to 
Mr. Cremer ? 

Mr. SHarer. No, sir. 

Mr. Brooks. In other words, did Mr. Mansure say—what does he 
call you, Mike Shafer—is that your middle name, or nickname? 

Mr. Suarer. No, sir; Mike is a nickname. 

Mr. Brooks. Did he tell you “I told Mr. Cremer about Mr. Balmer 
and you ought to go see him”? 

Mr. Suarer. I never had a conversation that long with Mr. Mansure. 

Mr. Rreutman. Do you know Mr. Mansure intimately ? 

Mr. Suarer. No, sir. 

Mr. Rreutman. Did you know him prior to coming to Washington ? 

Mr. Suarer. Casually. I don’t think he would know me if he saw 
me on the street. I didn’t expect him to recognize my name when I 
went up to his office. 

Mr. Brooks. How long have you been associated with Mr. Balmer? 

Mr. Suarer. Associated in what sense, do you mean how long have 
I known him? 
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Mr. Brooxs. We might get both questions answered. How long 
have you been working with him, officing with him ? 

Mr. Suarer. I have known him, oh, a good deal of my adult life. 
Well, association is a loose word. I have spent time with him. [ 
have had meals with‘him. I can’t say when I first, began to do busi- 
ness with him because our business was not necessarily or completely 
confined to the insurance business. 

Mr. Brooks. Do you have an office now adjacent to his? 

Mr. Suarer. Yes, sir. 

Mr. Brooxs. How long have you had those offices? 

Mr. Suarer. Well, it probably coincides with the dates that we 
began to be in the insurance business together. 

Mr. Brooxs. That would be what? 

Mr. Suarer. That would probably go back to the vicinity of May 
1954, when we took out our general broker’s license. 

Mr. Brooxs. But you had known him prior to that, and in other 
businesses ? 

Mr. SHarer. Yes, sir. 

Mr. Brooxs. How long had you known him, to be on terms to identi- 
fy him, to speak to him, to have a meal with him, to talk with him 
about various matters? 

Mr. Suarer. A long time; I don’t know. 

Mr. Brooks. Ten years? 

Mr. Suarer. Well, let’s say from some time after—well, I got back— 
erat after September 1945, that is when I returned from the 

avy 

Mr. Brooks. Did anyone indicate to you that Mr. Cremer had had 
Balmer suggested to him in regard to the expansion insurance? 

Mr. Suarer. No, sir. 

Mr. Brooxs. When you talked to Mr. Cremer did you tell him Mr. 
Mansure had sent you? 

Mr. SuHarer. No, sir; how could I back up a statement like that 
even if I wanted to lie to him? He could pick up the phone and find 
out it wasn’t so. 

Mr. Brooxs. I don’t know how you can back it up. Mr. Cremer’s 
testimony on your visit with him in January of 1955, reads like this: 

He called at my office, showed me his card, said he would like to get the 
brokerage matters settled. and signed up. 

Now, would you call that soliciting business? 

Mr. Smarer. I don’t know what he means bv settled and signed up. 
I came in there and solicited the business from him. 

Mr. Brooks. Well, when you generally go to et business do you 
say “T am here to get. it settled and pif up?” T am just quoting 
the man’s words, and T assume he uses the same kind of dictionary 
we use down in East Texas, and mavbe the kind you use. 

Mr. Conen. Pardon me, Mr. Chairman, from what page of the 
transcript are you reading? 

Mr. Brooks. Page 96. 

Let him look at it. Maybe it would be clearer. 

Mr. Suarer. Mr. Chairman, I can’t account for Mr. Cremer’s words, 
but T solicited the business from him. I was in no position to do 
anvthing more than that. 

Mr. Brooks. You did not settle it and sign it up? 

Mr. Suarer. No, sir. 
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Mr. Brooxs. Then you think his testimony in that respect is in- 
correct ¢ 

Mr. Swarer. Yes, sir; in the terms in which you place it, I believe 
that it is. 

Mr. Brooxs. The terms that he used ? 

Mr. Snarer. In the terms that he places it, and with the interpre- 
tation which apparently you put upon it; yes, sir; I think it is incor- 
rect. It would not be my version of it. 

Mr. Harpy. Let us have him give us his version of what took place, 
Mr. Chairman; would that be appropriate ? 

Mr. Brooks. I think so. He said he solicited it. He can explain 
what solicit means. 

Mr. Harpy. What did Mr. Cremer say to him, according to his 
version ¢ 

Mr. Brooxs. Solicit has interesting connotations. 

Would you explain what you meant by soliciting the insurance busi- 
ness? I would be interested in it. 

Mr. Suarer. I don’t know what the question is now, sir? 

Mr. Brooxs. The question is, Would you explain to the subcom- 
mittee what you meant by going in to solicit this business, what was 
the tenure of the conversation, what did you say, how did you promote 
it, what was the “pitch,” more or less. 

Mr. Suarer. I know what you mean by what is the pitch, but I don’t 
particularly remember the kind of a pitch I used. 

Mr. Brooxs. That is what we are trying to find out. 

Mr. Suarer. It doesn’t follow a formula. I simply went in and 
represented myself as being somebody who could do a job, and a good 
job, for this firm. He asked me, and I speak now generally—I am not 
quoting him—he asked me in what way I thought I could do a good 
job, and I told him I thought the only way I could prove I could do 
a good job was if the people that we represented came in with the 
low bid. 

Mr. Brooks. Did you give him any details on what you could do for 
him in Cuba, I mean in the way of servicing ? 

Mr. Siarer. The question of what I could do in Cuba at that time 
didn’t really arise, as an essential matter. The essential matter at 
that time was what I could do for him in the United States because 
the Cuban aspect of this insurance did not arise until the policies 
became definitive and until there would be claims on them. 

Mr. Moss. Mr. Chairman, I wonder if I might ask a question ? 

Mr. Brooxs. Mr. Moss. 

Mr. Moss. You say there was no apparent interest in what you could 
do for him in Cuba. Wasn’t this the kind of insurance which would 
be in effect in Cuba, affording coverage there, and, in the normal course 
of the policy, would require the services of a broker if the broker 
was to fully perform as is usually expected they will on behalf of 
a client? 

Mr. Srarer. The question would be premature, sir. The problems 
that might arise in Cuba and that would have to be handled in Cuba, 
we have made adequate arrangements to handle, but the study for and 
writing of the pro forma definitive policies was a matter for the 
United States. The people writing this insurance were people familiar 
with the English language and not the Spanish language. 
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Mr. Moss. But we are talking of a policy. The only thing a broker 
has to sell, in final analysis on a contract of the type proposed here 
where the rates are standardized because of Cuban law, is a better 
service; is it not? 

Mr. SuHarer. We were in a position to deliver such a service, sir, 

Mr. Moss. You have offices in Cuba. You have a representative that 
could render the normal service a broker would provide a client in 
Cuba? 

Mr. Suarer. We did not have the offices, but we do have the repre- 
sentatition. We had an arrangement with Ultramar, who is the New 
York representative of La Alianza. In my opinion, La Alianza has 
the best facilities in Cuba for rendering the services to which you 
refer. 

Mr. Moss. La Alianza is the broker. 

Mr. Suarer. La Alianza is the insurance company. 

Mr. Moss. The principal underwriter ? 

Mr. Suarer. That is correct, and we had an association formed. 

Mr. Moss. As principal underwriter, did they perform the service 
for the individual] client, or is that left to the broker ? 

Mr. SuHarer. Ultimately they always perform the service. ‘The 
broker can only initiate, and ask that the service be performed. 

Mr. Moss. Isn’t it a matter of general practice, however, that the 
broker is the one to whom the client looks for protection of his 
interests, to act more or less as intermediary with the principal under- 
writers to safeguard his interests, and it is for that reason that he 
selects a broker who is equipped to service the policy ? 

Mr. SuaFer. We would be in a position to render every service to 
which you have reference because those services would primarily be 
rendered in New York, but we did have representation in Cube who 
would handle any Cuban policies. 

Mr. Moss. We are getting perplexed because having had some 
meager experience in this field it seems to me that the general interest 
of a client is in the character of service which can be rendered imme- 
diately by the broker at the point where the insurance has force, not 
in New York. 

Mr. SHarer. Well, sir, you seem to be reluctant to permit me to 
say as I have tried several times, that we had arrangements in Cuba 
so that we could give the kind of service to which you refer. 

Mr. Moss. But with the principal underwriter, rather than a broker, 
representing the client. 

Mr. SHarer. No, with a representative of that principal under- 
writer. 

Mr. Moss. It is, in my opinion, a most interesting approach in the 
insurance field. I haven’t become familiar with that type of relation- 
ship. 

That is all, Mr. Chairman. 

Mr. Brooks. Isn’t is also true that Godoy Sayan has a broker’s 
license in New York? 

Mr. Suarer. That is true. 

Mr, Brooxs. And aren’t they the major stockholders or controlling 
interest in La Alianza? 

Mr. Suarer. I have no information as to that. It may well be true. 

Mr. Brooxs. Assuming that that might be true, that Godoy Sayan 
with the broker’s license owned or controlled La Alianza and maybe 
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several other insurance companies in Cuba and elsewhere, wouldn’t 
it seem rather unusual that they would, if they had a broker’s license, 
go out and hire a broker ¢ 

Mr. Suarer. No, sir. 

Mr. Brooks. It seemed a little unusual to me that Godoy Sayan has 
a broker’s license in New York, and yet they go and hire another 
broker. It is like giving away your own money whi aving somebody else 
prescribe for you when you have that M. D. degr ee. 

Mr. SuarFer. Not necessarily so. They don’t like to be in a position 
where they are wearing two hats at one time. The reason they have 
licenses in both countries is so they can do business in both countr ies. 

Mr. Brooxs. And so they would pick somebody from Chicago? It 
just doesn’t seem logical to me, to be frank about it. 

Mr. SHAFER. They didn’t pick me, Mr. Chairman; I picked them. 
I went down there to do a job. Everybody seemed to be asleep, and 
I wanted to see if I couldn’t do something about this because it looked 
like a sleeper deal to me. 

Mr. Brooxs. How did it look like a sleeper deal? I don’t quite 
follow that. 

Mr. Suarer. It looked like one of those insurance deals where the 
situation was so complicated that there wouldn’t be much competition 
to obtain the insurance. 

Mr. Brooks. It looked like it would be a minimum of competition? 

Mr. Suarer. That is what it looked like. 

Mr. Brooks. Did that prove to be true, in fact ? 

Mr. Suarer. It depends what you call a minimum. I understand 
that there were never more than 10 bidders. 

Mr. Harpy. Mr. Chairman, can we establish how much competition 
there was in connection with the brokerage? 

Mr. Brooks. No; we haven’t too clearly. 

Mr. Harpy. Since we were talking about competition in the picture, 
if there were no more than 10 bidders for the insurance what_com- 
petition did you have; you were interested in the brokerage. What 
competition did you have in getting the brokerage business? 

Mr. Suarer. I have no way of knowing, sir. I presented my ap- 
proach. I don’t know whether the people involved saw 1 or 10 ora 
hundred other people on the same matter. I have no way of knowing. 

Mr. Harpy. Don’t you usually know who you have to compete with 
when you try to get a contract ? 

Mr: Smarer. Well, sir, if I were trying to sell you life insurance I 
would have no way of knowing how many other life-insurance men had 
approached you on the same subject. 

Mr. Harpy. If you were a good salesman you would come near find- 
ing out before you got very far with the application. At least, that 
has been my experience with insurance people. 

Mr. SHarer. It wasn’t disclosed to me. 

Mr. Harpy. Did you have reason to believe you had practically no 
competition ? 

Mr. SuHarer. No, sir. 

Mr. Harpy. I was wondering if the sleeper was in the brokerage or 
intheinsurance. That is what I was wondering about. 

Mr. Suarer. My reference was to the insurance. 
Mr. Harpy. O. K., Mr. Chairman. 
Mr. Brooks. Thank you, Mr. Hardy. 












242 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Did you, in talking with Mr, Cremer, when you were soliciting this 
business, did you at that time express any resentment to splitting the 
brokerage with a Cuban broker ? 

Mr. Suarer. No resentment, sir. I wasn’t willing to do it, but | 
didn’t resent the necessity if a necessity developed. 

Mr. Brooxs. You would rather have had all of the insurance? 

Mr. Suarer. I would rather have had all of it. 

Mr. Brooxs. And did he explain to you that the law in Cuba 
required that they have a Cuban broker? 

Mr. Suarer. He did explain that to me and I explained to him 
in return that with the arrangements that we had made with Ultramar 
and Godoy Sayan we were not in the position of having or being 
represented by somebody, and that we felt that we could fill both 
voles. He did not entirely agree with me. That matter was appar- 
ently left somewhat open. 

I cannot say it was pinned down when I left. 

Mr. Brooxs. Had you ever sold any insurance or acted as a broker 
for insurance in Cuba prior to this? 

Mr. Srarer. No, sir; I had not. 

Mr. Brooks. Well, what did you suggest as an alternative to your 
having all of the brokerage? 

Mr. SHarer. I don’t know whether the suggestion came from me 
or came from Mr. Cremer, but in the course of our conversation the 
idea of having a Cuban broker as well as an American broker did 
come up. 

Mr. Brooks. Well, did you first suggest as an alternative to your 
having 100 percent of the fee for this insurance to be carried in Nicaro, 
Cuba, that you have 75 percent of it and that the Cuban broker have 
25 percent ? 

Mr. Suarer. I don’t recollect that I suggested it. 

Mr. Brooxs. Was it discussed ? 

Mr. Suarer. I don’t recollect whether it was discussed. I know 
that we discussed the idea of a Cuban broker, but whether we ever 
got down to the point of deciding who should get what, I don’t know. 
I would judge aside from recollection, I would judge that I would 
avoid pinning it down to that kind of thing. Because if there was a 
possibility of getting all of it, I wouldn’t be ready to talk about what 
part of it we should get. 

Mr. Brooks. Well, did you finally decide that at that time you 
were going to get 6624 percent of it, and that the Cuban broker who 
lives in Cuba was going to get 3314 percent of it? 

Mr. Srarer. I was in no position to decide anything. First of 
all, I didn’t know whether the company I represented was going to 
come in with the low bid, and, secondly, I had only Mr. Cremer’s 
assurance, which T took to be good, that if the company was low 
bidder we would receive consideration as the broker. I don’t think 
it was pinned down beyond that at that time. 

Mr. Brooxs. So all you remember is that you did discuss the neces- 
sity of having a Cuban broker? 

Mr. Suarer. Yes, sir; I believe it did come up at that time. 

Mr. Brooxs. And you preferred to have all of the brokerage your- 
self instead ? 

Mr. Suarer. Yes, sir; I did. 
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Mr. Brooxs. And you do not recall that you discussed what per- 
centage of the fee you should have? 

Mr. Suarer. I don’t recollect that. 

Mr. Brooxs. You don’t remember anything about that? 

Mr. Suarer. No, sir. 

Mr. Brooxs. How many times did you consult the General Services 
Administration in connection with insurance? 

Mr. Suarer. With this insurance? 

Mr. Brooxs. Yes; with this Nicaro project. Give us the dates, 
places, the people you talked to down there. 

Mr. Suarer. Down where, sir? 

Mr. Brooks. At the GSA office. 

Mr. Suarer. Here in Washington? 

Mr. Brooxs. In Washington or in New York or wherever they 
might have one. They have about 25,000 people working for them. 

Mr. Suarer. I never consulted with anyone in New York. The 
only consultation I ever had with any part of GSA was right here. 
That was for purposes of securing information concerning this con- 
tract. If it hasn’t been said before, I think it should be said now, 
that Balmer & Moore has never done any business with the United 
States Government, or with GSA. This business is not with the 
United States Government or with GSA. We have no money coming 
from the Government. We never did anything for the Government. 
The Government outside of giving us information, as far as 1 know 
never did anything for us. 

Mr. Harpy. Well, now, of course you know this is an item of di- 
rect reimbursement which the Government is paying. 

Mr. Suarer. No, sir; if you tell me so I accept it, but I am not 
familiar with the ins and outs of the contracts between GSA, Na- 
tional Lead, Snare-Merritt, and so on. 

Mr. Harpy. If you hadn’t been aware that the General Services 
Administration would have something to do with the awarding of 
this contract why did you go to see them in the first place? 

Mr. Suarer. Because I read a magazine article, or, rather, a para- 
craph which stated that GSA had something to do with a $43 million 
expansion plant. So when I came to Mr. Mansure’s office I was 
strictly on a fishing expedition to find out more about it. 

As I say, at that time I was interested in the possibilities of a dif- 
ferent kind of insurance, one which when I went down to see Mr. 
Pinkley I found did not exist. 

Mr. Harpy. But you don’t want the committee to understand that 
vou believed these funds are being paid to you from other than Gov- 
ernment funds? i 

Mr. Suarer. My understanding is that I obtained the payment 
from the insurance company. 

Mr. Harpy. At the time that you became aware of the fact that 
there was a $43 million contract did you not also become aware of 
the fact that it was a negotiated contract on a fixed-fee proposition ? 

Mr. Suarer. No, sir; I had no such information. My information 
was out of one of the business magazines. It was a one-paragraph 
item on one of the colored pages you are probably familiar with, red, 
vr something to draw attention to it, and it was no more 
than that. 
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Mr. Harpy. Well, did you have an idea that the Government was 
going to pay for a performance bond when you went to see Genera] 
Services Administration ? 

Mr. Suarer. I didn’t know who was going to pay for it, but I 
figured on a project of this size in the hands of private people there 
would be a performance bond. 

Mr. Harpy. Did you go to General Services to find out who had 
the contract, or did you go there with the idea of selling the per- 
formance bond to the contractor ? 

Mr. Suarer. I went there to find out if there was a performance 
bond in this situation, and, if so, who would be responsible for sup- 
plying it. 

Mr. Harpy. Well, at that stage of the game—was this before the 
contract was awarded? 

Mr. Suarer. Yes, sir. 

Wait a minute, you are speaking of the insurance contract? 

Mr. Harpy. No, I am talking about the construction contract at 
the moment. That is what you went down there about; isn’t it? 

Mr. Snarer. I don’t know whether the contract was officially 
awarded on that date or not. : 

Mr. Harpy. If the contract had already been awarded wouldn’t you 
think that the Government had already taken care of the requirements 
for such performance bond as might be required ? 

Mr. Suarer. That is what I went to find out. 

Mr. Harpy. So after you found out that there was to be no perform- 
ance bond, how did you happen to get interested in the compensation? 

Mr. Suarer. Mr. Pinkley told me at the time of my first visit to him 
that there was no performance bond, that the Government in this sit- 
uation acted asa self-insurer. He also said that they had just recently 
had to throw out all of the other bids on a previous bidding that had 
been made on workmen’s compensation, and other types of insurance, 
because those bids were not responsive. 

Mr. Harpy. Now, who sent you to see Mr. Pinkley? 

Mr. Suarer. Mr. Mansure. 

Mr. Harpy. How much of a conversation did you have with Mr. 
Mansure ? 

Mr. Suarer. I believe I just stated the conversation in as much 
detail as I could recall. 

Mr. Harpy. Did you go in to see Mr. Mansure cold, or had you pre- 
arranged an appointment ? 

Mr. Suarer. I had no prearranged appointment. I had no ap- 
pointment at all. 

Mr. Harpy. Had you met Mr. Mansure prior to that visit ? 

Mr. Suarer. I think I had met him casually on 1 or 2 occasions. 

Mr. Harpy. So you didn’t have to have an introduction ? 

Mr. Suarer. Yes, sir; I did. When I sent in my card, which was 
my personal card, I wrote on it “from Bill Balmer” because I knew he 
wouldn’t know my name or anything about me. He wouldn’t know 
me if he saw me. My relationship with him was that casual. 

Mr. Harpy. So you spent very few minutes with Mr. Mansure and 
he sent you to see Colonel Pinkley; is that correct? 

Mr. SHarer. That is correct, sir; it isin the record. 

Mr. Harpy. When did you go next to see Mr. Mansure? 
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Mr. Suarer. The next occasion on which I saw Mr. Mansure was 
after the trip I made to Cuba, to inspect the facilities of La Alianza. 
I came back from Cuba to Chicago via Washington. I stopped off 
here for about an hour. 

Mr. Harpy. How much of that hour did you spend with Mr. Man- 
sure, all of it, or did you spend part of it with Colonel Pinkley ? 

Mr. Suarer. I probably spent a minute or a minute and a half with 
Mr. Mansure ae 1 spent a little more than that, probably several 
minutes, with Mr. Pinkley. 

Mr. Harpy. Did you tell Mr. Mansure it looked like you were mak- 
ing headway in getting the brokerage contract ? 

Mr. Suarer. To the best of my recollection, I told him that I had 
been down in Cuba and I had satisfied myself that the company that we 
were representing was a very worthy company. I don’t recall much 
except that. He didn’t seem to be very interested in that much. I left 
very quickly. 

Mr. Harpy. When did you next see Mr. Mansure? 

Mr. Suarer. I have no recollection of ever seeing him again, as far 
as this is concerned. 

Mr. Harpy. I understand that at this time you just referred to you 
were returning from Cuba ? 

Mr. SHaFer. Yes, sir. 

Mr. Harpy. And you were stopping off in New York and Wash- 
ington 4 

Mr. SHarer. No. I was coming from Habana via Miami Beach, 
Washington, and then to Chicago. 

Mr. Harpy. You didn’t visit New York? 

Mr. Suarer. No, sir. 

Mr. Harpy. You had some discussion about your visit with Mr. 
Cremer in New York, did you stop to see Mr. Mansure on your visit to 
New York on that occasion ? 

Mr. Suarer. I don’t know, sir. Wait a minute, maybe I do know. 
To my best belief, I saw Mr. Mansure on January 14 and on February 
1. If you don’t refer to those two dates, I don’t recall that I saw Mr. 
Mansure at any other time. 

Mr. Harpy. Well, I have no specific dates fixed in my mind. I am 
merely looking for information as best I can and I am trying to tie 
this to some other testimony that we have in the record. Now, this 
statement is attributed to Mr. Mansure by Miss Nadler. She says 

“the third time”, and this is a direct quote attributed to him: 

The third time I think he was on his way to New York, and he said, “It looks 
pretty good” and I said, “fine.” 

Is that any better in your mind? 

Mr. Conen. Mr. Chairman. 

Mr. Brooks. He can discuss it with you if you want, Mr. Cohen. 

Mr. Conen. I want to discuss an objection to you. I don’t want to 
discuss it with the w itness. 

Mr. Brooxs. What is the objection, counsel ? 

Mr. Conen. The objection is this: There has been much testimony 
before this committee, which consists of Miss Nadler’s reading from 
notes that she apparently took at a conference with Mr. Mansure. 
There is much testimony of hers which is in the form of reading the 
article. This is in that category. 
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This is hearsay of the rankest sort. There is no testimony by Mr. 


Mansure as to this, and I think to require this witness, who is under 


oath, to answer a question put on the basis of what Witness Nadle: 
said—— 

Mr. Harpy. I think counsel is completely off base. I ask the rm 
porter to read the question I asked Mr. Shafer. 

(Question read.) 

Mr. Harpy. No, I said, “does that ring any bell in your mind.” The 
reporter is not too good, either, Mr. Chairman. Counsel is raising an 
objection and we are not bound by the kind of evidence that he is 
talking about in court. There is one question I would like to know, 
and the witness can answer it either yes or no, and that is whether 01 
not that specific quotation has any particular significance to it. 

Mr. Youncer. Mr. Chairman, may I ask will the gentleman yield / 

Mr. Harpy. Of course, I yield to my friend. 

Mr. Younger. You do not want in the record your statement that 
the reporter is no good ; do you? 

Mr. Harpy. He can leave it in. I would like to be quoted cor- 
rectly. 

Mr. Suarer. I have no recollection of seeing Mr. Mansure on more 
than two occasions. If there was a third occasion, I don’t recall it. It 
was a casual meeting. 

Mr. Harvy. So you have no recollection of stopping in to see Mr. 
Mansure on your walk to talk with Mr. Cremer? 

Mr. Suarer. No, sir. Can you give me a date that might refresh 
my memory ¢ 

Mr. Harpy. I have no dates. I made that plain. I am trying to 
find out as best I can what the true facts are. I am not trying to 
put words in the mouth of anybody, but I do want to know what the 
truth is if I can find out. 

Mr. Suarer. I will try to tell it. 

Mr. Harpy. Now when you went to see Mr. Cremer, did Mr. Balme 
suggest or tell you that Mr. Mansure had recommended that he or 
you go to see Mr. Cremer ¢ 

Mr. Suarer. No, sir. 

Mr. Harpy. Were you aware of the fact that Mr. Cremer or Mr. 
Mansure had told Mr. Cremer he would have Balmer come see him’ 

Mr. Suarer. No, sir; I knew nothing about that. 

Mr. Harpy. So at the time you went to see Mr. Mansure you went 
in completely cold ? 

Mr. Suarer. Yes, sir. 

Mr. Harpy. And Mr. Cremer gave you no idea he had discussed 
this matter with Mr. Mansure and told Mr. Mansure he would con 
sider Balmer and Moore? 

Mr. Suarer. He certainly did not, not with me. 

Mr. Brooxs. When and where did you first consult Snare-Mer: 
about this insurance? 

Mr. Suarer. Snare-Merritt; I believe the first visit to Mr. Creme! 
was the first time I consulted with Snare-Merritt about it. 

Mr. Brooxs. That is when you went in to solicit it? 

Mr. Suarer. Would you give me a moment to check to see? 

Mr. Brooks. Surely. 

Mr. Suarer. Mr. Chairman, may I have the question again ? 
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Mr. Brooxs. When and where did you first consult Snare-Merritt 
about this insurance business? 

Mr. Suarer. To the best of my recollection, that would be January 
14 or thereabout, 1955. 

Mr. Brooks. Would you explain when and how you became asso- 
ciated with LaAlianza in Cuba? 

Mr. Suarer. I became associated with LaAlianza in Cuba through 
their representatives in New York. That would be sometime approxi- 
mately December 1954. 

Mr. Brooxs. About December. Who are the LaAlianza people in 
New York that you became associated with ? 

Mr. Suarer. LaAlianza is represented in New York by Godoy- 
Sayan and by Ultramar, Inc. 

Mr. Brooks. Were you first looking to see about brokerage busi- 
ness in trying to help Godoy-Sayan, or were you looking for an insur- 
ance company like LaAlianza? 

Mr. Suarer. I was looking for a Cuban insurance company because 
if there was no chance to sell an insurance bond, then there might be 
a chance to get some insurance from a Cuban company who would get 
it, and in my judgment, there was no Cuban company big enough to 
handle a $43 million performance bond. 

Mr. Brooks. Now, Mr. Shafer, the second invitation to bid contained 
a requirement that the bidder have a policyholder’s surplus of a certain 
amount. Did you ever discuss this requirement with anyone é 

Mr. Suarer. I don’t recall whether I discussed it with anyone, but 
I know that that was the reason, instead of our coming in as bidders, it 
would be necessary to have an insurance company bidding on their 
behalf, but who would recognize us as brokers. We were not qualified 
as bidders. We weren’t big enough and we weren’t an insurance com- 
pany, but we didn’t know when we first got into this matter whether 
bidding would be permitted by the brokers or by the insurance compa- 
nies or both or neither. 

Mr. Brooks. Did this particular requirement disqualify the other 
tie bidder, E] Globo, on the second bids / 

Mr. SHarer. What particular requirement ? 

Mr. Brooks. This particular requirement we have been discussing, 
requiring a certain amount in a policyholders’ surplus, the one you 
said you were familiar with, that disqualified your putting in a bid. 

Mr. Suarer. I don’t recall the amount of that qualification. I don’t 
recall whether El Globo was qualified under the qualification. 

Mr. Brooks. Did Balmer and Moore get any commission on the 
Snare-Merritt performance bond ? 

Mr. Suarer. As far as I know, there was no performance bond. 
That is what Mr. Pinkley told me. 

Mr. Brooxs. I wonder if you could give me the name of the GSA 
employees with whom you have di scussed this particular hearing. 

Mr. Surer. This hearing ? 

oe Foes Yes, sir, notice of which you probably got last Thurs 

* Wednesday. 

Vir. dara I don’t think that I have discussed it directly with 
anybody in GSA. Would you give me a moment, please ? 

Mr. Brooxs. Surely. ; 
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Mr. Suarer. I saw Mr. Mansure briefly on Sunday evening. We 
didn’t have very much discussion about this matter at all. I just met 
him, said hello, addressed very few words to him. 

Mr. Brooks. I would like to read this undated memorandum from 
your files that you submitted to us yesterday, you very kindly sub- 
mitted. Itsays: 

Re Snare-Merritt. The method— 
you may identify this possibly. It would be helpful if you could. 


The method by which we propose to proceed is to have LaAlianza Company of 
Cuba bid on all of these proposals. Their bid is on our behalf. We have an 
agreement with them whereby they will pay brokerage and contingents to us 
if they are the successful bidder, providing that Snare-Merritt does not name a 
broker of record other than ourself. The correspondent for LaAlianza Co. in 
the United States is Godoy-Soyan, of 60 Wall Street, New York City, who also 
act for us in New York and under our arrangements with the Cuban company. 
This correspondent has made arrangements for the necessary reinsurance with 
the United States companies as required by the Snare-Merritt proposals. Rein- 
surance will be with American Surety Co., as far as the fidelity bond is con- 
cerned, but because of technical problems, the reinsurance which American 
Surety is not qualified to handle will be handled by the North American Insur- 
ance Co. of Philadelphia, Pa. 

Any further information which may be required can be obtained by calling 
the undersigned at Franklin 2-4871, in Chicago, Ill. 


I thought this was an interesting analysis of how they were going 
about the business. Is that, by any chance, your phone number? Is 
that your memorandum ? 

Mr. SHarer. That is a phone number in my oflice, but it is not the 
phone number that we use for Balmer & Moore. 

Mr. Brooks. Is it your memorandum ? 

Mr. Suarer. Yes, sir; it is my memorandum. 

Mr. Brooxs. Thank you. 

I would like to place in the record at this time, gentlemen, a letter 
dated December 29, 1954, to Mr. Erwin Shafer, on the Snare-Merritt 
joint operation, and signed by Ultramar, signed by Michael J. 
McBride, vice president. 

(The letter referred to is as follows :) 


DECEMBER 29, 1954. 
Re Snare-Merritt joint operation—expansion project nickel plant, Nicaro, Cuba 
Mr. ErwIn SHAFER, 
Balmer & Moore Insurance Agency, 
Chicago, Ill, 

Dear Mr. SHAFER: Supplementing our letter of December 27, replying to yours 
of December 23, and with appreciation for your telephone call further describing 
your interest in the various kinds of insurance to be placed, we assure you of 
our desire to provide every service and attention you need for the satisfactory 
handling of this insurance on behalf of every one concerned. 

We have airmailed advices to our head office in Habana, recommending the 
procedure you suggested, whereby in any future bids requested by Snare-Merritt 
of Habana, or Snare-Merritt of New York as to this project, be made in the 
names of our companies, but on behalf of your firm of brokers. While usually 
we would expect a broker of record’s letter of authorization from the assureds, 
the writer recognizes this proposition to be different and that the verbal com- 
mitment you have obtained may be sufficient. I expect that our Habana office 
will conform with this view. 

It is our custom to fully protect the interest of approved brokers on risks in 
Cuba whereon we serve as the underwriters for the insurance companies owned, 
managed, or represented by us there, and the brokerage commission for the 
respective classes of insurances placéd with us will be credited to your firm if 
you are the approved brokers. 
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Complete facilities of our office in Habana and here in New York will be at 
your disposal for servicing the account to your full satisfaction and that of your 
clients. This will include all the advices and services that are needed at the 
job site at Nicaro, and instances, whatever the contact be on this project and 
its insurances. We will perform as underwriters, acting on your behalf if you 
ure the approved brokers. 

We reminded you in our telephone conversation that previous bids were asked 
for on the workmen’s compensation and comprehensive liability. You informed 
us there would be a possibility of a fidelity bond. We also wondered if there 
we be a need for marine insurances on equipment and materials to be shipped 

» Cuba. 

Another consideration we had was that the assured might desire fire and allied 
line coverage for the builders’ risk during the period of construction of this 
addition to the original plant. 

We believe that in the past, this insurance was carried, although in recent 
years we understand that on the section of the completed plant no fire and 
allied line risk insurance was carried by the General Services Administration. 

We will await further advices from our head office as to the brokerage and 
commissions on the various kinds of insurances to be placed and will inform you 
when this news is received. 

Meanwhile, we would appreciate your keeping us posted on any developments 
from your end and we will do the same on news we get from Habana. 

We anticipate your coming visit to New York and shall be pleased to see you 
and discuss this subjec t thoroughly. 

Thanking you, we remain 

Yours truly, 
ULTRAMAR INTER-AMERICA CORP., 
MIcHAEL J. McBrine, Vice President. 

Mr. Brooxs. I would like to read at this point an interesting letter 
from the Frederick Snare Cor rp. stationery dated April 25, 1955. Itis 
to Messrs. Balmer & Moore, 75 Washington Street, Chicago, Ill. At- 
tention Mr. Shafer. 


DEAR MIKE: Enclosed is a draft of a letter to be written on Snare-Merritt 
letterhead, confirming your appointment as brokers as respects Cuban insur- 
ance. We also desire to appoint you brokers for the New York portion, but as 
Balmer & Moore is not licensed in New York, we do not know exactly how you 
want to handie that. We would appreciate your advice. 

My reason for sending you this draft of the appointment is because someday 
GSA might possibly want to see it. Therefore, I would appreciate your free 
criticism and your suggestions as to how you would prefer the letter written. 

Very truly yours, the Frederick Snare Corporation, signed W. E. Taylor— 
a attached to that was the draft that was going to appoint you all. 

The draft, dated April 25, 1955, and entitled “Draft. Messrs. Balmer & 
Moore, Chicago” : 

GENTLEMEN: This will confirm your several conversations with Mr. Randall 
Cremer and you are appointed to represent Snare-Merritt as insurance brokers 
on all insurance matters in Cuba, with the understanding that you will pay 
one-third of the total commission to an insurance broker in Cuba to be designated 
by us. This point is given to you on your direct representation that you are 
legally permitted to operate as insurance brokers in accordance with Cuban 
laws and insurance regulations. 

Very truly yours, 
SNARE-MERRITT. 

Now I wonder: Did you give them your free criticism and/or sug- 
gestions as to how you w ould prefer this letter written ? 

Mr. Suarer. I believe that I replied to the letter stating that it was 
generally acceptable. I may have suggested 1 or 2 changes in regard 
to it. 

Mr. Brooxs. What changes? 

Mr. Saarer. I don’t recall,sir. It will be right in the file. 


74804—56—_—17 
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Mr. Brooxs. You don’t recall whether you cut out that last para- 
graph about on your direct representation you are legally permitted 
to operate as insurance brokers in accordance with C Saban laws and 
insurance regulations ? 

Mr. Suarer. I do not recall whether that was what I asked them to 
delete or not. The question came up, Mr. Chairman, with reference, 
as I told you before, to how many taxing bodies we were going to 
subject ourself to and whether we were li: ible to qualify in Cuba, 
in New York, in Illinois, or whether we were in a position where we 
could say we were an Illinois partnership doing business with a New 
York broker, or with a Cuban insurance company, or with a Penn- 
sylvania insurance company covering insurance in various sites. We 
deferred specifically making that point until we could get legal opin- 
ion, which we did. 

Mr. Breoxs. Now on February 3, 1955, Godoy-Sayan wrote to you 
all and said: 

Re the Snare-Merritt insurance-expansion project, nickel plant, Nicaro, Cuba 
Messrs. BALMER & MOORE, 
Chicago. 
(Attention Mr. Shafer.) 


DeaR Mr. SHAFER: In compliance with your letter of January 26, 1955 
wherein paragraph 3 we have agreed that there shall be attached to said letter 
of January 26, 1955, an additional letter stating the terms of agreement, this 
letter constitutes said terms of agreement to hereby attached letter of Janu- 
ary 26, 1955. 

With reference to bonds, cash in transit, and comprehensive liability insur- 
ance, we will pay a commission of 20 percent on the premiums developed by 
such coverage. 

With reference to the compensation insurance we will pay a commission 
10 percent on the gross earned premiums after deduction of the percentage 
paid by way of compensation for the utilization of the medical facilities at the 
plant site as required by our bond. 

In addition, we will pay a profit commission of 10 percent on the gross profits 
after deduction of the following fixed percentage charges. Taxes, 7 percent, 
excess reinsurance, 1 percent: management expenses, 10 percent; reimburse- 
ment for lost facilities, 45 percent; brokerage, as defined in the preceding para- 
graph, 10 percent. 

After the nbove deductions and after further deductions for claims and com- 
pensation paid or reserve of the net remaining, we will pay to Balmer & Moore 
a sum equal to 10 percent. The commissions become payable as the premiums 
are payable and paid by the assured. 

The profit commission will be computed within reasonable time after the 
termination of the compensation coverage to which it applies by the respective 
parties. In the event it would become necessary as brokers for you to travel 
into Cuba, because of the necessary supervision of this insurance at the request 
of General Services Administration, or National Lead Co., or Snare-Merritt, a 
joint venture, we will pay the expenses to the amount of, but not to exceed, 
$2,000. 

Yours very truly, 
ENRIQUE GoDoy, President 


Accepted in conformity, Balmer & Moore, by Erwin Shafer. 


Now, that is the gist of your understanding or agreement, or 
arrangement, isn’t that the word ¢ 

Mr. Suarer. I don’t know what word I used, but that was our final 
agreement. 

Mr. Brooks. I have here a memorandum from Ultramar Inter- 
American Corp., 60 Wall Street, New York, dated July 21, 1955, the 
next to the last paragraph signed by Mr. "M. J. McBride, of that 
organization, the next to the last paragraph points out: 
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This acknowledges your verbal agreement to the division of commission where 
Balmer & Moore are the producing source and Ultramar Inter-American Corp. 
is the servicing source on any risks that may develop in the future, other than 
this Snare-Merritt matter: that is, 60 percent of the brokers’ commission to 
Balmer & Moore, 40 percent of the brokers’ commission to Ultramar. 
It was addressed to Erwin Shafer, from Michae! J. MeBride. 

Now, Mr. Shafer, I wonder if you would explain just briefly this 
third paragraph in this letter dated January 20, 1955, to Balmer & 
Moore, attention Mr. Shafer, signed by McBride, the third and last 
»aragraph, where he says: 

We anticipate payment to you of acquisition cost agreed upon, subject, how- 
ever, to further discussion between us as to the possibility of a moditication of 
such payment in the event that competitive bidding or extraordinary expenses 

the completion of a contract involving activities outside the continental limits 
should require modification of the usual commissions involved. Such modifica- 
tions will, of course, be of our mutual understanding and consent. 

[ was wondering if you could explain to us what this acquisition 
cost business is. 

Mr. Srrarer. I don’t know that that refers to anything having to 
do with the Snare-Merritt deal at all. 

Mr. Brooks. It says: 


Re the Snare-Merritt expansion, Nicaro, Cuba, nickel plant. 


Mr. Suarer. May I examine the letter ? 

Mr. Brooks. Surely. 

Mr. Suarer. Mr. Chairman, first let me say that this letter goes back 
to January 20, 1955. 

Mr. Brooks. I read the date, yes, sir. 


Mr. Suarer. You will note that the first paragraph which was not 
read states: 

This will confirm our understanding that we will operate in the capacity of 
underwriters and brokers together. 

What is meant was this—— 

Mr. Brooks. Why don’t you read the whole letter, we would be 
pleased. I was just trying to save time. Why don’t you read the 
whole thing? 

Mr. Suarer. If you wish. I will start at the beginning. 

DEAR Mr. SHAFER: In connection with our discussion of insurance concerning 
the above-mentioned Nicaro Cuba nickel plant expansion project, this wiit con 
firm our understanding that we will operate in the capacity of underwriters and 
brokers together. We will submit a bid in accordance with the proposals con 
cerned and will, if the successful bidder considers you to be the broker of record, 
except in the event that Snare-Merritt should notify us that some other broker 
had been designated by them to be broker of record. We anticipate payment to 
you of acquisition costs agreed upon, subject, however, to further discussions be 
tween us as to the possiblity of a modification of such payment in the event 
that competitive bidding or extraordinary expense in the completion of a con 
tract involving activities outside the continental limits should require modifica 
tion of the usual commissions involved. 

Such modification will, of course, be to our mutual understanding and consent 

At this time we don’t know whether we would be in the position of 
operating in this situation as underwriters or as brokers, so we left 
the situation open so that we could be in this picture either as under 
writers or as brokers, depending on how the picture developed. We 
didn’t know at that time whether we would be qualified as bidders or 
not. That is the reason for the first paragraph. 
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Now, as far as the last paragraph is concerned, this has reference 
to the contingents that are referred to earlier where we had made 
arrangement for the payment of contingents to us in the event that 
there was a profit. This particular reference is to the idea that if, due 
to the fact that we were operating in two countries, there should be 
extraordinary expenses over and above the fixed expense, which [ 
believe is 10 percent, in that country, which was to be their total allow- 
ance, we would then modify our percentage of profit to enable them to 
spend the additional amount over 10 percent into that contract. Am 
I clear, sir? I know it is a little confused when you are not familiar 
with these documents. 

Mr. Brooks. It is one of those producing expenses, is that what you 
would call it? 

Mr. Suarer. Yes, sir; it would refer to the extra expenses involved 
in telephone calls, trips from Cuba to New York, cablegrams, that 
kind of thing. Ordinarily an insurance company of this kind would 
figure that their overhead expense would be about 10 percent. In this 
case the overhead expense could exceed 10 percent ca they wanted an 
allowance on the excess in the event that it occured. 

Mr. Brooks. Thank you. 

Now, Mr. Shafer, that was way back on January 20, 1955, wasn’t it? 

Mr. Suarer. Yes, sir. 

Mr. Brooks. About that time you went to Cuba? 

Mr. Suarer. I went to Cuba about January 30. 

Mr. Brooxs. About 10 days after that? 

Mr. SuaFer. Yes, sir. 

Mr. Brooxs. Then about January 30 you went to Cuba and you 
stopped by Washington on your way back? 

Mr. SuArer. That is correct. 

Mr. Brooxs. You talked to Mr. Mansure ? 

Mr. Suarer. I spoke to him briefly. 

Mr. Brooxs. And I just wanted to refresh the committee’s mind and 
it might be of interest to you. We put into the record yesterday that 
letter of February 10, 1955, signed by Colonel Pinkley, the first para- 
graph of which says—it is addressed to Mr. Shafer, Balmer & Moore 
Insurance Agency, Chicago. 

DeEAR Mr. SHAFER: We are returning the copies of the proposals and related 
materials enclosed with Mr. Enrique Godoy’s letter of the 3d, addressed to 
Snare-Merritt, Havana, which you left with Mr. Mansure for your files. 

I wondered at that time did you leave a copy of their bid at that 
time for them to go over? 

Mr. Srarer. No, sir, I didn’t leave it. I lost some files someplace 
along my route. What happened was this: I carried some of my files 
while I was in the plane and I checked my bag through. I was carry- 
ing several legal-size folders, manila folders, with various documents 
in them. I put down a number of these documents and apparently 
someplace along the line—TI still don’t know where—TI failed to pick 
one of them up. That envelope carried a copy of, I believe, just one 
of the bids, because the other ones had not yet been typed up. I had 
taken that one along for study on the plane. I believe it also contained 
some other documents of various kinds, some of which may or may 
not have referred to this project. 

I wasn’t too worried about it when I lost it because I knew that | 
could easily get another copy of it from the company for my file. 
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Mr. Brooks. Well, apparently it had been forwarded by Mr. Man- 
sure. It must have been lost in his office when you were there that 
minute and a half. 

Mr. Suarer. I have no way of knowing where it was lost. 

Mr. Brooxs. The reason I say that is that first paragraph says, and 
I will read it one more time: 


We are returning the copies of the proposals and the related material enclosed 
with Mr. Enrique Godoy’s letter of the 3d, addressed to Snare-Merritt, Habana, 
which you left with Mr. Mansure for your file. 

Well, apparently they thought you had left it there for your file 
and must iv just lost it there. 

Mr. Suarer. What do you mean by “your file” ? 

Mr. Brooks. I have no idea. I am reading Mr. Pinkley’s letter 
which he sent to you on February 10. We put it into the record 
vesterday but it seemed so pertinent I thought we would go over it 
again. I notice that after it had been lost in Mr. Mansure’s office, 
from which it was forwarded down there to Mr. Pinkley, well, the 
colonel looked it over, and had the courtesy and the decency to analyze 
it for you and send you a letter making some suggestions on what he 
thought should be done, and let me read you that paragraph. 

I might just finish the letter, it is interesting. It says: 

The various bids received by Snare-Merritt, Habana, were forwarded unopened 
to their New York office, where they were opened in the presence of representa- 
tives of Snare-Merritt, National Lead Co., and the GSA. We have insisted on 
this method of insuring fair and impartial consideration of each proposal. As 
soon as these bids have been analyzed, they will be forwarded to this office with 
the recommendations of the concerned sub and prime contractors. 

I shall, of course, discuss them with Mr. Mansure before any award is approved. 
The award will be made by Snare-Merritt. We note that the proposal provides no 
coverage for the comprehensive public liability, automobile liability or other sup- 
plemental coverages, requested by the invitation to bid. It is assumed that these 
coverages were included in the submittal to Snare-Merritt. You will be informed 
of the results of the bidding as soon as the anaylsis is completed. 

I shall inform you personally about it. 

Sincerely yours, 

J. P. PINKLEY, 
Chairman of the Nickel-Graphite Committee. 

And I would say offhand, you got pretty good service out of just 
losing it the right place. Did you in fact take note of those 
suggestions ? 

Mr. Smarer. What suggestions? 

Mr. Brooxs. The suggestions in the next-to-last paragraph. I hate 
to read them again. 

Mr. Suarer. No, sir; please don’t. You have now defined what it 
is you are after, and I can answer your question. 

Mr. Brooks. Your bid did include those things, the final bid ? 

Mr. Suarer. The bid—now this occurred on February 4. My recol- 
lection is that the bids were submitted in Habana, sealed on February 
4, so that this was merely an office copy for my own files, and the 
reason that there was only one file there was that by the time I left 
Habana, the others had not yet been typed up. This was simply my 
own office file. When you refer to “your file,” if you refer to my own 
office file, that iscorrect. That was my office copy. 

Mr. Brooks. I just referred to the “y-o-u-r f-i-l-e” [spelling], in 
the first paragraph of the letter Mr. Pinkley wrote you. I don’t know 
what file he istalking about. He just said “your file.” 
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Mr. SHarer. Probably on the document it was so marked, or on the 
envelope, it was marked “file.” It was my file. 

Mr. Brooks. I am trying to find out: Did your bid, as finally sub- 
mitted, sealed, and then taken unopened in a locked box to New York, 
where they all sat around and opened them, did that bid include the 
automobile liability, and so forth, that was mentioned in the invitation / 

Mr. Suarer. Yes, sir; it di d.’ It was always intended to. I just 
didn’t have copies of those bids with me. Mr. Hardy—— 


Mr. Harpy. I was just trying to understand, Mr. Chairman, whether 


in these papers that were referred to in this letter there were bids that 
were in sealed envelopes. Is that your understanding of it? I don’t 
understand. 

Mr. Suarer. No, sir; I don’t believe that my envelope was a sealed 
envelope. It was just a large manila mailing-type folder. 

Mr. Brooks. I didn’t mean, Mr. Hardy, that this was his sealed bid. 
in that sense of the word. 

Mr. Harpy. Then do I understand that what this envelope actually 
contained, or what these files actually consisted of, were copies of the 
original bids which had been submitted; is that correct ? 

Mr. Suarer. I believe that there was one copy, sir. The rest of them 
were not included because they weren’t prepared when I left Habana. 

Mr. Harpy. And that was the document that was returned to you 
by Colonel Pinkley ? 

Mr. Suarer. That is correct. 

Mr. Harpy. Mr. Chairman, there is another little avenue I would 
like to explore. 

Mr. Brooks. Go right ahead. 

Mr. Harpy. A while ago the chairman read a letter. I believe it 
was dated sometime in April, over the signature of Mr. Taylor, attach- 
ing the copy of a proposed letter to be submitted by Snare-Merritt. 
design: iting Balmer & Moore as brokers. Can you identify for us the 
Mr. Tavlor who signed that letter ? 

Mr. Suarer. Yes, sir: he is in the organization of Snare-Merritt. 
and I believe his official title is insurance adviser. 

Mr. Harpy. Did you have frequent conversations with him as well 
as with Mr. Cremer or perhaps more with him? 

Mr. Suarer. Previous to the letting of the insurance, no sir; subse- 
quently there were not many conversations, but a considerable amount 
of correspondence. 

Mr. Harpy. Well, now, would that have been prior to the issuance 
of this letter? 

Mr. Suarer. Would that be prior to what, sir? 

Mr. Harny. T don’t have it here, but the letter that the chairman 
read ina while avo was dated sometime—no, I am not talking about 
that one. T am talking about the letter of Mr. Taylor, April 25, signed 
by W. FE. Taylor. 

Did most of your contact and correspondence with Mr. Taylor occur 
after this letter or prior to it? 

Mr. Suarer. After the letter of what date, sir? 

Mr. Harpy. April 25. 

Mr. Suarer. IT would say most of it occurred subsequent to that day. 

Mr. Harpy. Subsequent ? 

Mr. Srarer. Yes; I have been doing business with him ever since. 

Mr. Harpy. Well, it would be understandable that, since you had 
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been established as the broker, if he is their insurance man, your con- 
tact with him would be comparatively frequent ? 

Mr. Suarer. That is correct. 

Mr. Harpy. Well, prior to that time did you see him often or 
did you have frequent contact with Mr. Cremer ? 

Mr. Suarer. I didn’t have frequent contact with either one of them, 
sir. 

Mr. Harpy. Did you know Mr. Taylor prior to the time that you 
solicted this business? 

Mr. Suarer. No, sir. 

Mr. Harpy. I was merely interested in the friendly relationship 
that developed over such a short period of time. I notice this letter 
starts out “Dear Mike,” and this is in a confidential sort of situation. 
He sends you a draft of a proposed letter to designate Balmer & Moore 
as brokers, and I just wanted to see if we could understand a little 
better how this dev wanes, 

Mr. Suarer. Yes, sir; the insurance business doesn’t have the pro- 
tocol that this body anes For instance, I keep saying “sir” when 
I speak to vou. When I talk to Taylor I don’t say “sir” at all. It 
is a concession to the importance of this body. Mr. Taylor doesn’t 
have that importance. He is simply a fellow insurance man, and we 
get along very well together. I like him. I hope he likes me. We 
just get along well. 

Mr. Harpy. Well, now, if he was the key to a pretty heavy broker 
age fee he would be a right important man. 

Mr. Suarer. He wasn’t the key, sir. I don’t think he has anything 
to do with the letting of it. It is simply his job to see that the tech- 
nical details are taken care of. 

Mr. Harpy. Well, I understand from your testimony that apparent- 
ly the decision had already been made that Balmer & Moore would 
be designated as brokers ? 

Mr. Suarer. I never met Mr. Taylor before the time I came up to 
see Mr. Cramer, and he was in the office. 

Mr. Harpy. Well, let me get back to this letter. Did you make any 
comments or suggestions about the proposed draft? 

Mr. Suarer. Did I make any comments about the proposed draft? 

Mr. Harpy. That is right. 

Mr. Suarer. I believe I suggested a revision in order to avoid a 
future complication with reference to taxation ? 

Mr. Harpy. Did you send that back with a longhand friendly letter 
and say “Dear Bill” ? 

Mr. Suarer. No, sir; I believe it was a regular typed letter, but 
I can’t say under oath what it was. 

Mr. Harpy. I was wondering if you were as friendly with him as 
he was with you. 

Mr. Saarer. In the insurance business you try to stay friendly with 

erybody. , : 

Mr. Harp vy. We in polities do, too. 

Mr. Suarer. So I have heard. 

Mr. Brooxs. However, it is sometimes pretty difficult. 

At this point, Mr. Shafer, I would like to read this letter and you 
can say what you think about it. It is from Ultramar, dated June 
29, 1955, addressed to Balmer & Moore, Washington Street, Chicago. 

Mr. Suarer. The date, please, sir? 
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Mr. Brooks. June 29, 1955. Attention Mr. Erwin Shafer. 

“Dear Sirs :”—and I note this fellow must not be as friendly as some 
of the others. He says “Attention Mr. Erwin Shafer,” and yet you 
know him pretty well. 

Mr. Suarer. Yes; I do. 

Mr. Brooxs (reading) : 

Dear Sirs: Regarding your letter dated June 20, No. 55-123, Mr. W. E. Taylor 
says that it is an oversight that the Snare-Merritt letter of authority naming 
you as brokers was undated. He states that you can insert therein May 3, 1955. 
He said that there is no need to send you an altering or supplemental letter 
telling you that your appointment is retroactive to the inception of the Snare- 
Merritt project because he says that you are familiar with that and that you 
would receive two-thirds of the commission all the way along the line and the 
other participating broker in Cuba to receive one-third of the commission. 
He says any further question you have on the matter could wait personal 
discussion with him on your next trip to New York. 

Yours very truly, 
ULTRAMAR INTER-A MERICA CoRP., 
(Signed) Muicuage. J. McBring, Vice President. 

Now, how far back did that go? 

Mr. Suarer. Did what go, sir? 

Mr. Brooks. This receipt of the commission. 

Mr. Suarer. That would go back to the inception of the contract 
of Snare-Merritt. 

Mr. Brooxs. Do you remember what that date would be? 

Mr. Srarer. I think it would probably be some time in the—I don’t 
know, the previous August or September, something in that time, of 
the previous year, 1954, whenever it became official. 

Mr. Brooxs. And you were going to receive, then, the commission 
on that binder business? 

Mr. Suarer. It that commission does come to us. We haven't 
heard of it so far. The question was something else. The question 
was whether the other brokers who may or may not have placed it— 
if there were other brokers, were not entitled to that commission 
instead of us. It turned out that most of the work was involved in 
canceling two very small binders. The premiums have not yet been 
paid on them. The commissions have not yet been paid on them, 
and the whole amount in commissions will involve something like 
$125. It involves more of a service to them than it does any appre- 
ciable commission at all. The cost of administering that is far in 
excess of the money that we might get out of it. 

Mr. Brooxs. Now, I would like at this point to put in the record 
a couple of letters, one dated June 20, 1955, to Mr. Michael McBride 
from Erwin M. Shafer; one dated June 17, 1955, to Mr. Erwin Shafer 
from Michael J. McBride, vice president. 

(The letters referred to are as follows :) 

ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., June 29, 1955 
BALMER & Moore, 


Chicago 2, Il. 
(Attention Mr. Erwin Shafer.) 


Dear Sirs: Regarding your letter dated June 20, No. 55-123, Mr. W. E. 
Taylor says that it is an oversight and that the Snare-Merritt letter of authority 
naming you as brokers was undated. He states that you can insert therein 
May 3, 1955. He said that there is no need to send you an altering or supple 
mental letter telling you that your appointment is retroactive to the inception 
of the Snare-Merritt project because he says that you are familiar with that 
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and that you would receive two-thirds of the commission all the way along the 
line and the other participating broker in Cuba to receive one-third of the com- 
mission. He says any further question you have on the matter could wait 
personal discussion with him on your next trip to New York. 
Yours very truly, 
MicHaeEt J. McBrine, Vice President. 


JUNE 20, 1955. 
Re your 55-2332 ; our 55-118 
Mr. MicHaEL McBripe, 
Uliramar International Insurance, New York 4, N. Y. 


Dear Mike: We are enclosing herewith a copy of Snare-Merritt’s letter of 
June 9 aS you requested. We will undoubtedly have to have some correspond- 
ence with Mr. Franca concerning our respective responsibilities with reference 
to Snare-Merrittt insurance. We would appreciate your discovering from Mr. 
Franca whether he effected cancellations of the temporary binders on instruc- 
tions from Snare-Merritt. 

I am also sending enclosed a copy of a letter received from Mr. Franca 
wherein Snare-Merritt has appointed them to be brokers of record without clear- 
ing up the question of respective areas of activity for Mr. Franca and for 
Balmer & Moore. Presumably this could best be settled in Havana by a dis- 
cussion between our people there and Mr. Franca. We will appreciate your 
arranging for such a discussion and advising us of the results. 

My compliments to Mr. Enrique Godoy on his handling of the question of 
the experience table. I would assume that if Mr. Maduro’s office continues in 
its failure to provide the data we have requested that it may be necessary 
either to issue a definitive policy with an adjustment rate or with a regular 
rate and make a subsequent adjustment when all the facts are in. 

With reference to the inquires from Time and Fortune magazines, we believe 
that they are on a fishing expedition and we have also been contacted by them. 
We have given them no information other than to point out that this insurance 
was awarded on a competitive basis. Any additional information it seems to 
us is confidential business information which need not be disclosed to anyone. 

With reference to the fact that the Snare-Merritt letter of appointment is 
undated, we had assumed that this was done because of previous correspond- 
ence with Mr. Taylor and yourselves indicating that our appointment was to 
be considered to be from the inception of Snare-Merritt. We would appreciate 
your contacting Mr. Taylor concerning this and asking him whether this omis- 
sion was deliberate or whether he would send us a new dated copy of the 
same letter. If a new letter is to be furnished please request that Mr. Taylor 
furnish a number of copies for us if it will be convenient for him. 

Concerning my projected visit to New York, a filibuster in our State legisla- 
ture has postponed the action of certain bills in which Mr. Balmer is interested 
and we have therefore been forced to postpone our trip until the very end of 
June or the beginning of July. I ha‘ hoped that our trip could be made before 
the heat descended upon New York but it is necessary that Mr. Balmer and I 
make our next trip together. Unless there is urgent need for my presence in New 
York I shall defer my visit until Mr. Balmer is free. I shall certainly be very 
sorry if this postponement should delay my visit until after Enrique’s departure 
as I have been looking forward to the luncheon we might have had together. 
Just as soon as I have a date I will advise you, but I now know that there is 
no chance of Mr. Balmer being free before the 29th of June. Please give my 
most cordial regards to Enrique and his charming wife as well as to all my 
gol friends in your office. 

Cordially, 
ERWIN M. SHAFER 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 17, 1955. 
Re Your letter 55-118 
Mr. Erwin SHAFER, 
Balmer & Moore, Chicago, IU. 

Dear MIKE: We are unable to find a copy of Snare-Merritt’s letter of June 9 
concerning the liquidation of the temporary binders on the risks placed in Cuba. 
We did not receive it here. Kindly send us another copy. Upon its receipt I 
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assume we are to follow your instructions to proceed through our office in Havana 
to contact Mr. Franca on your behalf for the purpose of obtaining these liquida- 
tions on those temporary binders up to April 30, 1955 and to collect or arrange 
the payment of the commissions due your firm. Kindly confirm if these are 
your wishes so that we can act completely in accord with your desires. 

It appears to us that what we need to do is merely make that contact with 
Mr. Franca to get these things moving and completed for you. We suppose that 
Snare-Merritt of Havana or somebody specifically acting on instructions effected 
the cancellation of those temporary binders as of April 30, 1955 the date on which 
La Alianza received the order for the workmen’s compensation, comprehensive 
general liability and the payroll robber-cash in transit. 

With regard to that workmen’s compensation temporary binder up to April 
30, 1955, the question again arises in our minds as to what rate those underwriters 
will use because, to our knowledge, to this date there has been no officialization 
of such a rate. You know we have corresponded before with you on the non- 
existence of an experience credit rate on the Frederick Snare Corp. business in 
Cuba. The absence of the experience credit rate and the delays in obtaining ex- 
perience figures of the Frederick Snare Corp. in the past through Mr. Maduro’s 
office is responsible for this situation. It will be interesting to see what approach 
Mr. Maduro’s office gives to this matter of the use of the rate on the liquidation 
of the temporary binder up to April 30, 1955. 

It is timely for me to inform you that recently Mr. Manuel Gamba of the 
Frederick Snare Corp. of Havana, Cuba, visited New York and telephoned Mr. 
Enrique Godoy our president and a conference was subsequently held in the 
New York office of the Snare Corp. at the Woolworth Building at 233 Broadway 
between Mr. Enrique Godoy, Mr. Manuel Gamba, Mr. William Taylor and a 
Mr. Lee, and that exactly the subject was the question of the officialization of 
the workmen’s compensation rate on the Snare-Merritt joint venture and that 
some time was spent on the nonexistence of the experience credit rate of Snare 
Corp., Havana. 

Much time has passed and so far as we know up to this date Mr. Maduro’s 
office has not provided the experience record of the Frederick Snare Corp. work- 
men’s compensation business in Cuba. At the conference we understand that 
Mr. Taylor informed Mr. Gamba that he thought that Mr. Maduro’s office was 
obligated to Mr. Gamba and the Frederick Snare Corp. to provide them with 
this data. Apparently there was no doubt in Mr. Gamba’s mind that these 

articulars should be furnished them. In fact, Mr. Gamba insisted that Mr. 
Maduro would furnish them and Mr. Gamba telephoned Mr. Maduro from New 
York again for this purpose. This conference and telephone ealls took place 
about 10 days ago and as far as we know up to this time, those experience 
figures have not been forthcoming. 

There was some discussion among the group at the conference mentioned as 
to whether Mr. Maduro’s company would apply for the officialization of the 
workmen’s compensation rate, but we learned that Mr. Gamba, speaking on 
behalf of his associates, stated that the decision was made that the Frederick 
Snare Corp. rather than Fianzas would make that application with the Ministry 
of Labor of Cuba. Mr. Enrique Godoy stated at the conference the willingness 
of Godoy-Sayan to intervene with the Ministry of Labor for ofiicialization of 
the experience rate on a basis wherein it would be retroactive for Frederick 
Snare Corp. However, in giving it that consideration, Mr. Enrique Godoy 
stated if such a situation was accomplished that it would be conditional that 
the Frederick Snare Corp. business in Cuba hereafter be placed with La Alianza. 

On the same oceasion Mr. Enrique Godoy made it clear that with regard to 
the Snare-Merritt joint venture business and regardless of the nonexistence of 
an experience rate that he was completely willing to establish in advance an 
experience rate plan for Snare-Merritt workmen’s compensation in Cuba, but 
if the results thereunder proved unfavorable then the matter of the earned 
premium would revert to the basis of the fixed rate thereon. 

We give you all these details in order to keep you posted on this subject 

Other developments occurred away from the technicalities on these insurances 
and I have been asked to inform you that in a letter dated June 9, addressed 
by our Havana office to Mr. Enrique Godoy here in New York, Mr. Lago, execu: 
tive vice president informed Mr. Godoy that a Mr. Malin representing himself 
as a reporter for the magazines Time and Fortune approached Mr. Lago it 
connection with what he called the Godoy-La Alianza connection with the insul- 
ances on the Snare-Merritt joint venture job in Cuba and asked Mr. Lago for 
the name of the brokers on these insurances. Mr. Lago gave him no informa- 
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tion but referred him to Mr. Pole of the Snare-Merritt office in Havana and we 
understand that Mr. Pole told Mr. Malin that Balmer & Moore of Chicago we 
the brokers. 

Incidental to this, Mr. Enrique Godoy informs me that before June 9, some 
gentleman representing himself for Time and Fortune magazines here in New 
York called the hotel where Mr. and Mrs. Godoy are staying during the day 
and spoke with Mrs. Godoy with a desire of meeting Mr. Godoy at the hotel 
and discussing this same situation that we are advised of from Havana. Mrs. 
Godoy informed the caller that it was not Mr. Godoy’s custom to discuss busi- 
ness matters at the hotel and that if he desired, he could contact Mr. Godoy at the 
office for an appointment. However, Mr. Godoy has not been contacted here 
since that time. 

In your letter 55-118, June 10, 1955, you enclosed photostatic copy of the 
Snare-Merritt letter signed by Mr. W. E. Taylor, appointing Balmer & Moore 
as insurance brokers. We call your attention to the fact that this letter of 
authority is undated. This appears to be an oversight by Snare-Merritt but 
we believe they desired to establish your position as insurance brokers definitely 
from the commencement of the project. Therefore, we suggest that you may 
wish Snare-Merritt to replace the letter of authority you have in your possvssion 
either with another one bearing the specific date of appointment or to send you: 
supplemental letter clarifying that your appointment dates back to the start 
of the Snare-Merritt joint venture job and beginning with the inception date 
of the temporary binders placed at that time. We believe this is most important 
to you and expect that in your own interest you will have it atiended immedi- 
ate'y. 

We still await your advices as to when we can fix that luncheon date in 
New York with Mr. Enrique Godoy. 

Yours very truly, 
MICHAEL J. McBrive, 
Vice Presid 

P. S—We will need the same number of copies of the corrected dated letter of 

authority or the supplemental letter which you may receive from Snare-Merritt 
MICHAEL J. McBRIDE. 


Mr. Brooxs. Now, Mr. Shafer, I wonder if now we could just listen 
to this memorandum carefully, and if you can try to remember it 
would help. There are some facts in it that are not too clear to me, 
and it would help if you could explain them in the subcommittee. 

It says: 


Re visit to Habana with reference to insurance for Nicaro, Cuba, insurance 
expansion project. 


j 


My visit to Habana has indicated to me that La Alianza is we pualific 
for the handling of the proposed insurance in all its aspects. This company 
was founded in 1919 and has enjoyed steady growth. It has an excellent repu- 
tation and full facilities for service for this type of coverage. This company 
is a hundred percent Cuban owned and operated and is highly regarded by 
and well acquainted with the Government of Cuba. Concerning the chief com 
petitors for this business I have learned the following: El Globo has been in 
business since 1945 and therefore has experience of substantially less than 15 
years as requested in the proposal. Further, El Globo reinsures via Liverpool 
and London through their American-owned companies, the Royal Indemnity or 
Globe Indemnity. These companies although qualified to do business in the 
United States, and established as American companies, are actually British 
owned. The Commercial Insurance Company of Newark, N. J., this company 
has been in business here since 1949 and, therefore, is also without the requested 
15 years insurance. That is a United States company qualified to do business 
in Cuba. It belongs to the loyalty group of which Farmers Insurance Company 
of New York is also a member. It has no Cuban interests or owners. It is 
represented in Cuba by the American International Underwriters. 

The facilities of this company in Cuba are not to be compared with those ot 
La Alianza. For instance, they have no safety engineer or medical director 
in Cuba, whereas La Alianza has 5 doctors on its personal medical staff, and 
1 safety engineer. The company Cubana di Fianzas, this company is a Cuban 
company which is actually owned by Phoenix of London. This company has 
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in the past enjoyed the confidence of the Frederick Snare Corp. and, therefore, 
has been favored with business of the Nicaro project. In my opinion their 
rates have been higher than they were required to be, not in the interest of 
the United States Government. I have learned that this company recently lost 
a major sugar account, the American Sugar Refining Co., because after many 
years of reliance on this firm to establish equitable rates they discovered that 
these rates were excessive. It should also be noted that any profits accruing 
to the insurance company from this transaction would, if awarded to the com- 
pany Cubana di Fianzas result in benefits to Britain rather than to Cuba. I re- 
spectfully admit that aside from my belief that the award of this insurance to 
La Alianza would be favorable on the merits, full benefit should be given to the 
Cuban benefit psychology, if this award is made to a Cuban company with the 
benefit running to the Cuban economy. In this connection it should also be noted 
that of the bidding companies only La Alianza and the Commercial Insurance 
of Newark, N. J., are reinsuring in American-owned companies, whereas other 
competitors are reinsuring in American companies that are British owned and 
this includes the company Cuba di Fianzas, which reinsures with Phoenix 
Indemnity, an American company which is British owned. La Alianza will 
reinsure with the Insurance Company of North America which is a major 
American-owned company. I believe it to be of special interest that in the 
course of confidential conversations with— 


and there you have about a line and a half which has been very care- 
fully cut out—and then you pick up again, one line and a half down— 


where he stated to me that he felt that on the basis of merit alone this contract 
should be awarded to La Alianza because of their superior facilities and estab 
lishment as well as knowledge of the Cuban situation. In addition, he also 
stated that he felt that the awards to La Alianza would be more favorably re- 
ceived locally than any other award which could be made. He has given me 
permission to make this statement on his behalf, and has authorized me to 
invite you to call him by phone for a confirmation of this statement if it is 
required. I have attached for your convenience a copy of the bids and proposals 
made by La Alianza in response to the proposal of the GSA. 


Now, Mr. Shafer, I would sure appreciate it if you could try to 
refresh your memory, at the time you wrote this, who are these “he’s” 
he is referring to? 

Mr. Youncer. He wrote this memorandum to whom? 

Mr. Brooks. We don’t know. 

Mr. Suarer. I wrote them in order to report to my poner. They 


are not addressed because they are for my own file an 
mation. 

Mr. Brooxs. Over here where this part has been cut out, you didn’t 
send it to him with that part cut out; did you? 

Mr. Suarer. Send it to whom? 

Mr. Brooxs. To your partners for whom you said you just wrote it. 

Mr. Suarer. No, sir; I did not. 

Mr. Brooxs. Could you tell us what the rest of this sentence is? I 
believe it to be of special interest that in the course of a confidential 
conversation with—I don’t know who, then you go on to say he stated 
to me that on the basis of that alone 

Mr. Suarer. The reference is to a friend of mine down in Cuba who 
would be very embarrassed to have his name mentioned in this connec- 
tion. It is a confidential matter. The gentleman is not connected ofli- 
cially with the Government, and I would ask the indulgence of the 
committee not to ask me to reveal a confidence. 

Mr. Brooxs. Well, I wouldn’t want you to do anything wrong but 
I notice down here you say “he,” and I assume it is the same man, you 
say “he has given me permission to make this statement on his behal! 
and has authorized me to invite you to call him by phone for a con- 
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firmation of this statement if required.” He didn’t seem reluctant to 
substantiate any claims. 

Mr. Suarer. The idea was he would be willing to substantiate it to 
my partners. My partners were insistent we not be affiliated with this 
company unless it was of the highest possible caliber. 

Mr. Hourzman. Mr. Chairman. 

Mr. Brooxs. Yes, Mr. Holtzman. 

Mr. Horrzman. You were not acting as attorney and client with 
“he” at the time. There was no confidential relationship in any strict 
sense of the word, was there ? 

Mr. Suarer. Yes, sir; I went to him and asked him if he would talk 
to me about this matter in confidence. I met him on one occasion. |! 
told him that I would like to discuss this matter. He said “I will 
discuss it with you only in private as a matter of confidence.” 

Mr. Hourzman. But you were not acting as his attorney or his 
broker; were you ? 

Mr. Suarer. No, sir. 

Mr. Hotrzman. So from the ethical, moral, or legal aspect there 
was no confidential relationship between you and Mr. He; is that 
correct ? 

Sir, would you say now that legally there was any confidential re|:- 
tionship between you and Mr. He? 

Mr. Canute. That is a matter of law. 

May I address myself to that, Mr. Chairman? Mr. Hardy has made 
it-—- 

Mr. Hotrzman. Just a moment. 

Mr. Conen. No; I am referring to Mr. Hardy. I know you are not 
Mr. Hardy. Mr. Hardy has it it forcibly known that the rules of 
evidence don’t appl here and, therefore, as far as raising the attorney 
client privilege in that sense, Mr. Holtzman, we are not doing it. We 
could suggest if the committee insists on Mr. Shafer revealing this 
name that it be done in executive session pursuant to your rules. 

Mr. Hotrzman. Of course, in that regard I am going to defer to the 
chairman or the rest of the members of the committee. But I would 
like to have it ascertained if we can at this point as to whether or not 
it is claimed that there is any confidential relationship in the legal 
sense between Mr. Shafer and this unknown person. 

Mr. Suarer. I would have to consult counsel. 

Mr. Hourzman. Suppose you do consult counsel. 

Mr. Conen. We are not claiming that, Mr. Holtzman. We are ask 
ing pursuant to this committee’s rules that if you ask it be revealed 
that it be done so in executive session. 

Mr. Hotrzman. All right, Mr. Chairman, we have established there 
is nothing holy or sacred about this particular confidence and that is 
all I wanted to establish at. this point. 

Mr. Harpy. Mr. Chairman, I would suggest that the information 
be furnished to the committee, and that we make a subsequent deter- 
mination as to whether it would be released. 

Mr. Brooks. Would you furnish us the information then ? 

Mr. Suarer. Yes. I appreciate your courtesy. 

Mr. Brooks. We can make any finding necessary as to the political 
relations, and I don’t mean relations between Republicans and Demo- 
crats, but between the Cuban Government and the United States. 
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Mr. Harpy. I have to leave for a few minutes, but I would like to 
ask specifically that since that refers to “you,” the pronoun “you,” [ 
am authorized to tell you—who would that “you” be ? 

Mr. Suarer. Mr. Balmer or Mr. Moore. 

Mr. Hoitrzman. Mr. Chairman, while we are on the question of in- 
surance, I would like to ask Mr. Shafer whether or not any effort was 
made here to insure with a mutual company rather than a stock com- 
pany or to reinsure with a mutual company ? 

Mr. SHarer. North American is not a member of the association, 
They are what is generally known as a cutrate company. Their rates 
are probably a little bit better than the rate you could usually get. 

Mr. Hotrzman. That wasn’t the question I asked. I ask it again: 
Was any effort made here to insure with a mutual rather than a stock 
company ¢ 

Mr. Suarer. No, sir; not by me. 

Mr. Hotrzman. Well, in handling a contract of this size, wouldn’t 
you ordinarily in a competitive setup offer mutual prices ? 

Mr. SuHarer. The—and I mean no impertinence—the record speaks 
for itself. The bid speaks for what we felt was a proper and whey 
a low bid. 

Mr. Horrzman. This is not a sensitive committee. We are not con- 
cerned about impertinence, but I ask again, now, did you make any— 

Mr. Youncer. Will the gentleman yield ? 

Mr. Horrzman. I will. 

Mr. Younger. I think that is very well set forth. The company had 
to be a Cuban company. 

Mr. Hourzman. We are talking about the reinsurance, Mr. Younger. 

Mr. Youncer. But the original company had to be a Cuban com- 
pany. 

Mr. Hotrzman. I am mindful of that. I am asking with regard to 
the reinsurance, at least, whether any consideration was given to re- 
insuring with a mutual company. 

Mr. Swarer. I did not give it consideration. 

Mr. Horrzman. Not at all? 

Mr. Suarer. No, sir. 

Mr. Horitrzman. How much would you have saved if you could 
have insured with a mutual company ? 

Mr. Suarer. I didn’t submit the bid. I couldn’t have saved any 
thing. 

Mr. Hourzman. Well, did you ask for any bids from a mutual 
company ? 

Mr. Suarer. No, sir. 

Mr. Hotrzman. And you submitted no bid from a mutual company 
at all? 

Mr. Suarer. Sir, I requested bids from nobody. Snare-Merritt re 
quested the bids. 

Mr. Horttrzman. You submitted no bid from a mutual company at 
all; is that correct? 

Mr. Suarer. That is correct. 

Mr. Hotrzman. How much of this quarter of a million dollars in 
premium, roughly, was allotted to compensation, and how much to 
other allied lines; do you know? 

Mr. Suarer. No, sir; not offhand. I would like to point out, though. 
sir, that in connection with this workmen’s compensation the rates 


are 
rate 


310] 
pre 

\ 
law 
sav 


) 


ore 





ke to 
u,”’ I 


f in- 
; Was 
com- 
ition. 
rates 
ret. 

rain: 
stock 
ildn’t 


eaks 
yably 


could 
any 


utual 


pany 
itt re- 
ny at 
urs in 
ich to 


ough, 
rates 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 263 


are fixed by law, and whether it was a mutual or other company the 
rate would be exactly the same. 

Mr. Hourzman. I am mindful of that. How about the commis- 
sion; would that be the same? 

Mr. Suarer. Yes, sir; by law. : 

Mr. Houtrzman. Fine. Now, you cannot tell us how much of this 
premium was compensation and how much represented other lines? 

Mr. Suarer. No, sir; the premium is not yet fixed. 

Mr. Horrzman. On the other lines, the rates would not be fixed by 
law; is that correct ? 

Mr. Suarer. That is correct. 

Mr. Hottzman. Would it be half of the total premium; would you 
sav? 

Mr. Snarer. I would say that the compensation represents the 
createst part of the insurance. 

Mr. Hotrazman. About half or more? 

Mr. Suarer. If you subtract the 45 percent which is being returned, 
probably half, maybe a little bit more. 

Mr. Hotrzman. Now, is there anything inconsistent between being 
broker and underwriter at the same time? 

Mr. Suarer. It wasn’t intended that I be broker and underwriter. 
It was intended that I be broker or underwriter, but I didn’t know 
which at the time of the letter you probably referred to. 

Mr. Hortrzman. Then I take it you had an understanding that you 
would be either one or the other; is that correct ? 

Mr. Suarer. That is right. 

Mr. Horrzman. And you never intended to be in the inconsistent 
position of being both broker and underwriter ? 

Mr. Suarer. Depending on whether I was qualified to bid in my 
own name. 

Mr. Hoxirzman. That would be an inconsistent position; would it 
not ¢ 

Mr. Suarer. Yes, sir; I think so. 

Mr. Hourzman. Yet, from the standpoint of insurance brokerage 
ethics it would be wrong, would it not, to be both broker and under- 
writer, or to participate in the results of both; would it not? 

Mr. Suarer. I am not familiar with the canons of ethics that might 
be involved. I never intended to be both. 

Mr. Hotrzman. Now, you know what is right or wrong in your pro- 
fession : don’t you, sir? 

Mr. Suarer. I think I do. 

Mr. Hourzman. All right. Now, would you say it would be wrong 
to participate in the profits, both as broker and underwriter at the same 
time? Iam not saying you did it now. I am asking you as a hypo- 
thetical question whether it would be wrong, ethically wrong ? 

Mr. Suarer. I haven’t given it any consideration. 

Mr. Hortzman. Did you give it any consideration at the time this 
letter was written ? 

Mr. Suarer. No, sir; because I didn’t intend to be in that position. 

Mr. Hourzman. This is the first time you considered it, then; is that 
SO ¢ 

Mr. Suarer. Yes, sir. 

Mr. Hotrzman. How long have you been practicing the insurance 
business ? 
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— Suarer. Oh, I have been in the insurance business since about 
1938. 

Mr. Hourzman. You never had occasion to run into that problem 
before ? 

Mr. Suarer. No, sir. 

Mr. Hotrzman. No further questions, Mr. Chairman. 

Mr. Brooxs. Thank you, Mr. Holtzman. 

I wanted to point out at this time, March 25, 1955, La Alianza on 
its stationery wrote to Mr. Erwin Mike Shafer. 


Dear MIKE: For your records and proper use, I am sending you herewith 
enclosed copy of the letter and documents we sent to Snare-Merritt that are 
self-explanatory. 

The second paragraph is torn out, and on the back half of it you can 
see, “and perhaps to be used among your blank,” and along to where 
it says “argument; in order to accelerate”—then there are some words 
missing—“business to La Alianza,” it looks like, “and passing on to”— 
blank—“the facts.” Then he lays out the rest of the details of the 
program. 

I just wondered do you recall, Mr. Shafer, if this letter came to you 
like this, or you might have read it 

Mr. Snarer. I don’t recall the letter at all. 

Mr. Brooks. Would you take a look at it. It might have been torn 
before he got it. Maybe he never did know who they were talking 
about. 

Mr. Suarer. I wouldn’t expect to get a letter in such condition, sir. 

Mr. Brooks. Sometimes in opening them, however, letters get torn. 

Mr. Suarer. Possibly so. I have no recollection concerning it. It 
may have been torn in the files. I just don’t know. 

Mr. Brooxs. You don’t remember who they were talking about ? 

Why don’t you read the letter to yourself and see if it kind of rings 
a bell—see if it refreshes your memory. The second paragraph is the 
one we are most concerned with. 

Mr. Suarer. Sir, my recollection of this particular document is 
that it has to do with the problem of the experience rating table to 
which Snare-Merritt was entitled, and which the La Alianza Co. 
made arrangements they would receive the benefit of. 

Just how to reconstruct what is nothing more than a covering letter 
of the documents; the proper documents that were addressed—T just 
can’t. 

Mr. Brooks. All right, Iam sorry you don’t remember. 

I would like to read now a short letter, February 10, 1955, to 
Senor Carujo, secretary of Godoy, Sayan, Havana, Cuba. 

Dear Roserto: I cannot thank you enough for the cordial hospitality and 
consideration you extended to me on my visit to Cuba. I hope that some day 
I shall have the privilege of returning your kindness. My return trip was most 
pleasant and my stop in Washington assured me that all is going well. I have 
talked with Mike McBride and told him, as I now tell you, that everything con- 
tinues in a most satisfactory state. I would appreciate your conveying this to 
Armando and also please thank him for me for his consideration and cooperation. 
He will be pleased to know that the memorandum which we prepared was re- 
ceived most eagerly and is considered to be of great value to us here. 

My kindest regards to you, your wife, and family. 

Sincerely yours, 





Erwin SHAFE. 
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It indicates, Mr. Shafer, that you did stop by in Washington after 
the date of about Feruary 4, it confirms that. 

I wondered what memorandum you are talking about that Armando 
was so helpful with and what was the use to which that was put. Was 
that the same insurance ? 

Mr. SHarer. That is the same memorandum that you put into the 
record a short time ago. 


Mr. Brooks. Now, I would like to read a paragraph from this letter 
of May 12, 1955, on Ultramar stationery, addressed to Mr. Erwin 
Shafer and signed by Mr. Michael J. McBride. This paragraph in 
this letter that I think would be interesting to the committee is: 

You may be interested in an article of the Chamber of Commerce of the United 
States giving a brief history of the General Services Administration. This is 
the April 1955, bulletin of the Finance Department, No. 40, describing the value 
of the properties supervised by the GSA in its position as the Government’s busi- 
ness manager. The figure of $8 million, and the possible insurance requirements 
thereon proves most interesting. A list of the projets involved and their loca- 
tion might well be a valuable proposect list. With regard to the nickel project 
in Cuba, and its New York office, we will keep you informed of any development 
thereon. We expect it to take its normal course now that the business has been 
awarded to us. 


At the bottom of that letter is a handwritten note which says: 


P. S.—Can you get the prospect list from GSA? Advise. 
Regards, 
MIKE McB. 

Now, my question, Mr. Shafer, is he apparently was asking you to 
get a list of prospects for projects and works GSA is carrying on for 
the United States Government with the hope of getting the insurance 
business. What I want to know is why he couldn’t write to GSA 
and get that information himself ? 

Mr. SHarer. I don’t know why he couldn’t, either. I never at- 
tempted to obtain such a list, and I don’t know whether such a list 
exists. 

Mr. Brooks. You did not make any effort to obtain such a list of 
information for your friend, Mr. McBride? 

Mr. Suarer. No, I did not. I doubt very much that there would 
be such a list, but I made no effort to get it. 

Mr. Hortzman. Mr. Chairman. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Hortzman. Did you make no efforts because you thought there 
was something wrong with the request? 

Mr. ScuaFer. No. 

Mr. Horrzman. Were you angry with your colleague? 

Mr. Suarer. No, I simply didn’t think there was such a list or it 
would do me any good if I got it. 

Mr. Hourzman. Or didn’t you have the time to get such a list ? 

Mr. Suarer. Didn’t I have what? 

_ Mr. Hourzman. Didn’t you have the time? Which of the three, 
if any, pote you from making this effort ? 

Mr. SHarer. I didn’t take the time. I chose not to take the time. 
[ didn’t believe such a list existed. I didn’t believe such a list would 
be valuable to us if it existed, and if I could obtain it. 

Mr. Hourzman. Then you didn’t believe it, but you made no inquiry 
to find out whether it did eixst? 


74804—56——-18 
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Mr. Suarer. That is correct. 

Mr. Hottzman. All right. 

Mr. Rreni~man. Mr. Chairman. 

Mr. Brooxs. Mr. Riehlman. 

Mr. Rreu_man. I cannot conceive of anything being unethical in 
anyone writing to anyone asking for information about an insurance 
list. It doesn’t seem to me there is any question about ethics or 
propriety in writing to a friend who is in the insurance business and 
asking if he can get him a list of prospects or business that might be 
available, whether it be GSA or any other agency. The funny part 
about it is GSA does not write insurance, itself. It does have property 
that is insured. There isn’t any question about that. But I doubt 
if you could get even a list from GSA of the number of properties or 
the people that they are insuring the property with. 

Mr. Suarer. That is correct, sir. 

Mr. Rrentman. I don’t want to see it injected into this hearing that 
there is anything unethical to ask for information from any depart- 
ment of the Government, because that is how small business and big 
business thrives in this country, through participating in the busi- 
ness, which the Government may have. 

Mr. Suarer. As a matter of fact, sir, I wasn’t even interested in 
trying to write business with GSA. 

Mr. Houitrzman. Mr. Chairman, I would like to make a response to 
Mr. Rieh]man; it is obviously directed to me. 

I was not trying to convey that there was anything unethical. I 
was trying to find out why, if I can, Mr. Shafer made no such effort, 
and I wanted to find out from him whether he thought it was unethi- 
cal. I wanted to find out from him whether he didn’t have the time, 
and I wanted to find out from him whether he was angry with his 
colleague and, therefore, didn’t elect to try to find out. 

But there has been no contention here that there is anything unethi- 
cal in seeking a list from any governmental agency. 

Mr. Rreutman. I understood that all of the time. So there is no 
misunderstanding between us. 

Mr. Younger. Will the gentleman yield? 

Mr. Horrzman. Delighted. 

Mr. Youncer. Do you think the information, if you got it, is worth 
the time of this committee to spend on it? 

Mr. Hottzman. You will have to decide yourself. I think anythipg 
our wonderful chairman does is worth the time. 

Mr. Youncer. I do, too, if the chairman does. 

Mr. Brooks. I would like to put into the record at this point two 
letters on this insurance matter, dated June 9, 1955, to Mr. McBride, 
from Erwin M. Shafer, and one dated November 25, 1955, to Mr. 
McBride, from Erwin Shafer. 

The second letter is June 8, 1955, Mr. Shafer, concerning the Mohrs 
mines. The first letter is discussing the possibility—it is a short letter, 
and I will read it. The first letter is dated June 9, Michael McBride. 

We have been aware of the Mohrs mine situation since before the Nicaro 


situation became active between us, and we have been watching it very carefully. 
I anticipate being in New York and Washington this month and I will be follow- 
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ing up this item as a matter of course. However, everything is grist for the 
mill, and 1 hope you will continue to keep me advised on this and any other 
pertinent matters in the same fashion at every opportunity. 

Very truly yours, 


ERwWIN M. SHAFER. 


The next letter, June 8, 1955. 


Mr. Shafer, re the Mohrs mines, located about 40 miles from the nickel plant 
at Nicaro, Cuba. 

Dear MrKeE: We received news from our Habana office that the United States 
Jovernment will soon start a project for the exploration of these mines and that 
they have approved a budget of 55 to 65 million dollars in connection therewith. 
We contacted Mr. Jerry Maiers of the National Lead Co., telling him that tais 
news had been discussed. He informed us that National Lead have no interest 
in the subject, and, further, that it is his understanding that it will be handled 
entirely differently from their contract on the expansion project on the nickel 
plant at Nicaro. He reminded us that the Molrs mines project is the one in 
which Freeport Sulphur Co. has the interest. Our files of several years ago 
reflect that Freeport Sulphur Co. plans to develop Mohrs Bay with their own 
funds. Jerry Maiers understands they are borrowing the money from the 
United States Government through the GSA. From other sources we learned 
that Freeport Sulphur borrowed several million dollars, and apparently are 
constructing a pilot plant near New Orleans as preliminary to the processing of 
the ore which will be shipped to the pilot plant. We understand it will take 
another year until the pilot plant is completed. We are further told that if the 
experiments are successful it may take a further year and a half to construct 
a new plant at the Mobrs base site. In view of the various sources of informa- 
tion that have furnished us with the news we have would you follow through 
and learn from the GSA if this project is nearing an early determination. Do 
they soon plan to start construction? 


Now, this is on Ultramar stationery. Ultramar Inter-American 
Corp., 60 Wall Street, New York, N. Y. It is dated June 8, 1955. 


The third letter that I wanted to put in at this point: November 25, 
1955, to Mr. McBride. 


DeaR MIKE: We have just left about 1 month to obtain payment from Snare- 
Merritt and receive our commission checks without running on into next year. 
For the reason I have indicated it is most important that this should be accom- 
plished before the end of the year. It is my impression that workmen’s com- 
pensation premiums are paid in advance on the basis of estimated premiums and 
adjustment made at the end of the insurance period. If this procedure applies 
in the present instance is there any reason why we cannot obtain invoices from 
La Alianza at once? I am prenared to come to New York to obtain the approval 
of these invoices from Snare-Merritt, and National Lead, as well as GSA per- 
sonally. In this way I hope to obtain payment to La Alianza and remission of 
commission to Balmer & Moore before the end of the year. I would appreciate 
your advising me by return mail as to the present status of mattters and how 
soon in your opinion I can proceed to New York to carry out my part of this 


wctivity. Hope you enjoyed your Thanksgiving and am looking forward to seeing 
you shortly. 


Kindest regards, 
Sincerely, 


ERWIN SHAFER. 

I wonder if at this point you would give us the information as to 
who the party was—you could come up and write it down and we can 
have that settled before you leave. 

Mr. Suarer. What party? 

Mr. Brooks. The man mentioned in the memorandum that you 
said you would be quite willing to submit to the committee, and they 
agreed they would like to have. 

Mr. Rrenuman. Mr. Chairman, could I ask that be done at the close 
of the hearing, and the committee have a chance to decide what will 
happen? In an open hearing anything can happen and everybody 
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likes to pass information around. This is something the comunittee 
must decide for itself in its membership and to permit the gentleman 
to hand it in in executive session, and then let us decide without it 
coming in in open hearing. 

Mr. Brooks. Mr. Riehlman, do you think it necessary that we call a 
special executive session ? 

Mr. Rrenitman. No, at the close of the hearing today. When we 
close the open hearing today you can call an executive session im- 
mediately and we can get the names'‘at that time. 

Mr. Brooxs. What I anticipated was accepting the information 
and keeping it until we had most of the membership here. 

Mr. Rreuuman. You could get it at the close of the session and 
then decide on it if that is agreeable. 

Mr. Brooks. I thought actually we would not decide it at this par- 
ticular point rather than have it kicking around. 

Mr. Rreniman. It is perfectly all right with me, but I just did not 
think it was a good plan to hand it up here now. We want to be fair 
as far as the gentleman’s request is concerned. 

Mr. Brooks. I have every intention of being fair with Mr. Shafer. 

Mr. Rreutman. I know that. There is no question in my mind. 

Mr. Brooks. I have no further questions of you at this point, Mr, 
Shafer, and I wondered if any of my colleagues had questions of you 
that they might want to go over with you at this time ? 

Mr. Riehlman ? 

Mr. RreniMan. I have no questions. 

Mr. Brooxs. Mr. Moss? 

Mr. Moss. No questions. 

Mr. Brooxs. Mr. Younger? 

Mr. Younger. Only two questions. 

Would your firm be considered a small or a large business ¢ 

Mr. Suarer. I suppose you would consider it a small business as 
insurance businesses go. 

Mr. Younger. Now, after all of your experience with this deal, 
from start to finish, do you still feel it was a sleeper ¢ 

Mr. Suarer. As far as the insurance situation itself was concerned; 
yes, sir. The fact that so few companies were qualified to participate 
indicates to me that there was less alertness concerning it than there 
might have been. 

Tf it had gone along the normal course I think this would have been 
a lucrative and worthwhile piece of business. So far we haven’t been 
paid, as you know. 

Mr. Youncer. Do you think that after you pay your expenses in 
regard to all of this that it will still be lucrative ? 

Mr. Suarer. Well, I understand from testimony given yesterday 
that up to this point we have only earned $2,300 and I can assure the 
committee that we have spent a great deal more than that. 

Mr. Youncer. That is all I have. 

Mr. Brooks. Thank you. Mr. Shafer, you will be here until your 
partners finish testifying ? 

Mr. SHarer. Yes, sir. 

Mr. Brooxs. We will see you and get the name then. 

I would like to call Mr. Moore if he is still here. 

Mr. Moore, your counsel just asked for a couple minutes’ recess. 
If he want to talk to you, go ahead. 
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(Short recess taken. ) 

Mr. Brooxs. Gentlemen, we will reconvene. 

Mr. Conen. Mr. Chairman, before you swear Mr. Moore in, I 
wanted to say he is very hard of hearing and I hope all of the members 
will be so guided, and I want to incorporate by reference my statement 
as to Mr. Shafer and his desire to testify to the best of his memory 
and ability with respect to Mr. Moore. 

Mr. Brooxs. I want you to know, Mr. Moore, that we are pleased 
to have you here. We are sorry that we inconvenienced you and that 
we couldn’t have heard you yesterday, and it is mighty kind of you 
to stay. We understand that you haven’t been too well and we are 
not going to keep you long or trouble you much. 

Mr. Moore. I am very happy to cooperate. 

Mr. Brooks. Thank you. 

If you will just raise your right hand. Do you swear the testi- 
mony you are about to give this subcommittee to be the truth, the 
whole truth, and nothing but the truth? 

Mr. Moore. I do. 


TESTIMONY OF EDWARD F. MOORE, PARTNER, BALMER & MOORE 


Mr. Brooxs. Thank you, sir. 

Now, Mr. Moore, this Balmer & Moore organization, you are the 
Mr. Moore in that firm ? 

Mr. Moore. Yes. 

Mr. Brooks. And would you give your full name? 

Mr. Moors. Edward F. Moore. 

Mr. Brooxs. And are you an active partner in that organization ? 

Mr. Moore. Well, I am active to the extent of what time I can give 
it. Ihave been pretty busy for the last 2 years with elections, but I do 
put in some time and talk to the two partners from time to time. 

Mr. Brooks. How long have you been in the insurance business, sir? 

Mr. Moore. 1953. 

Mr. Brooxs. You just started at that time, when they formed that 
partnership ? 

Mr. Moore. That is right. 

Mr. Brooks. Are you normally—what—a lawyer there? 

Mr. Moore. Beg pardon ? 

Mr. Brooxs. Do you practice law ? 

Mr. Moore. No, I am not a lawyer. 

Mr. Brooks. Just a businessman there in Chicago? 

Mr. Moore. That is right. 

Mr. Brooks. Your participation in the Balmer & Moore firm, is 
that while you have been busy with other responsibilities, you do take 
time out to discuss mutual problems and give them the benefit of what- 
ever advice that you have ? 

Mr. Moore. Right. 

Mr. Brooxs. Is that more or less substantially what your partici- 
pation is? 

Mr. Moors. We sit down from time to time and talk about our 
problems and about the business that we are seeking. 

-Mr. Brooks. Now, other than your partners, with whom have you 
diseussed matters relating in any way to Nicaro insurance? 


Mr. Moore. Nobody but Balmer, Shafer and myself. 
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Mr. Brooxs. Just with your partners ? 

Mr. Moore. Yes. 

Mr. Brooxs. You have discussed it with nobody else at all? 

Mr. Moore. lo, sir. 

Mr. Brooks. I wonder, do you know Mr. Mansure? 

Mr. Moore. I know him—for about 35 years. 

Mr. Brooks. But you have not had occasion to discuss any insurance 
matter with him yourself? 

Mr. Moore. No, sir, never. 

Mr. Brooxs. Do you know any of the folks over at National Lead? 

Mr. Moore. No, sir. 

Mr. Brooxs. You don’t know Mr. Harry Wildner ? 

Mr. Moore. No, sir. 

Mr. Brooxs. Now that essentially is what I wanted to question you 
on. I wondered if the other members had any questions of Mr. 
Moore. 

Mr. Moss. No, sir. 

Mr. Rreuctman. I have no questions. 

Mr. Ho.itrzman. Just one question. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Houttzman. You area licensed insurance broker, are you not? 

Mr. Moore. That is right. 

Mr. Hoirzman. When did you get your license ? 

Mr. Moore. In 1953. I see it is right on this sheet, on the 9th of 
September, 1953. 

Mr. Houtzman. That is all. 

Mr. Youncer. I have one question. 

Mr. Brooxs. Mr. Younger. 

Mr. Youncer. Mr. Moore, when or who first brought to your atten- 
tion this question of the Nicaro insurance ? 

Mr. Moore. It was brought to my attention in a meeting in our of- 
fice discussing our general business. Mr. Shafer had a clipping out 
of a magazine, back in November or December of 1954, in which it 
talked about advertising for that job. He had considerable experience 
in specialized insurance and we authorized him and told him to go to 
work on this particular job to try to follow it through and see about 
the insurance. 

Mr. Youncer. Was your insurance company organized for the pur- 
pose of securing insurance through Government contractors ? 

Mr. Moore. Absolutely not. 

Mr. Youncer. That is all. 

Mr. Horttzman. You say that Mr. Shafer showed you this clipping! 

Mr. Moore. A clipping of a magazine about the job being adver 
tised, that was the first I ever heard of it and the first that if was 
called to our attention. 

Mr. Houtzman. Then you authorized Mr. Shafer— 

Mr. Moore. I authorized him to follow through on that and make 
it his job. 

Mr. Hotrzman. He was a broker himself: was he not? 

Mr. Moore. Mr. Shafer was a part of the firm. 

Mr. Horrzman. All right, no further questions. 

Mr. Moss. Mr. Chairman. 

Mr. Brooxs. Mr. Moss. 

Mr. Moss. Mr. Moore, on what date was the firm organized? 
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Mr. Moore. The records show—I have it here—first of all, in 1953, 
I went in the business with Mr. Shafer then, Mr. Balmer had an 
agency for the American Casualty. Then the individual broker's 
license with the three names on it was issued on the 5th, 25th, 1954. 
1954. ‘That would be June 5, 1954. My license was July 28, 1953. 
I see Mr. Balmer’s is May 6, 1954. 

Mr. Moss. Were you organized as the firm of Balmer & Moore in 
1953 ? 

Mr. Moore. We organized as partners in 1954. 

Mr. Moss. Well, when did you complete organization as Balmer & 
Moore? 

Mr. Moore. Beg pardon? 

Mr. Moss. When was a license issued to Balmer & Moore? 

Mr. Moore. My individual license ? 

Mr. Moss. No; your partner license. 

Mr. Moorr. The broker’s license, May 25, 1954, general broker’s 
license. 

Mr. Moss. In whose name? 

Mr. Moore. That is when we organized as a company in May of 
1954. 

Mr. Moss. When did Mr. Shafer come with you as a broker? 

Mr. Moore. Mr. Shafer was with us from the start, not as a partner 
at the start, but connected with us and doing work for us from that 
time on, and he became a partner in 1954. In other words, in 1953, I 
started in it and Mr. Shafer was connected with us then and became 
a partner in 1954. 

Mr. Moss. Well, I have this material supplied here. You have 
Balmer & Moore, date of issue of license, August 9, 1955, was that a 
reorganization / 

Mr. Coren. May I address Mr. Moss, Mr. Chairman ? 

Mr. Brooxs. Surely. 

Mr. Conen. To clarify this, there has been some confusion on dates. 
I think the record should be correct. As far as we can determine the 
record, as set forth in this sheet which the committee has prepared is 
correct as to the issuance of licenses. However, the matter of the 
organization of the firm is referred to here in other notes which Mr. 
Moore can refer to. In other words, that is where the confusion 
arises. There are certain dates for the issuance of licenses to the 
individuals and to the firm as such. 

There was a formation of a business association at a date different 
from those. 

Mr. Moss. Does the Illinois law permit the operation of an insurance 
firm without a license ? 

Mr. Moore. I didn’t get that. 

Mr. Moss. Well, we have a license here on August 9, 1955, to the firm 
of Balmer & Moore. Now, would that not be the date when you were 
licensed as a firm to do insurance business ? 

Mr. Moore. August 1954. The records taken from the State rec- 
ords—there is a little confusion—it shows that in 1954, individual 
broker’s license with three names on it was issued to Balmer, Moore 
& Shafer, agency license for the American Surety, and then down in 
general broker’s license for Balmer, Moore & Shafer, August 1955. 

I have no record of that on here. I know we organized in 1954. 

Mr. Honrzman. Will you yield? 
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Mr. Moss. I would yield. 

Mr. Brooks. Mr. Holtzman. 

Mr. Hourzman. May we know at this point where you are reading 
from; some notes you made or from some official record? 

Mr. Moore. This I got from the State insurance department for my 
own information, it corresponds with exactly the same as this, 
only August 9, 1955, it says here, general brokers license for Balmer & 
Moore, August 9, 1955. I have that. 

Then on the other it says: Individual broker’s license, issued with 
three names on it, Balmer, Moore & Shafer, agency license for the 
American Surety, May 25, 1954. 

Mr. Moss. That would be an agency rather than a broker license. 

Mr. Moore. It says agency on that. That is where I am confused 
on these dates. 

Mr. Moss. Under Illinois law, are you permitted to seek broker re- 
Jationships under an agency license ¢ 

Mr. Moore. That is what this reads. Individual broker’s license, 
the American Surety Co., agency license for them. We got that in 
1954. 

Mr. Moss. And, in your relation with that one company, you would 
be an agency but in all other relationships you would be functioning 
as individual brokers prior to the issuance of the broker’s license to 
the firm ¢ 

Mr. Moore. That is true. 

Mr. Moss. So at the time that you were seeking this business, you 
were not then licensed as Balmer & Moore, insurance brokers, in Tli- 
nois ? 

Mr. Moore. Well according to this, we were as agents for American 
Surety. 

Mr. Moss. As agents for one company, but you were seeking agency 
relationships with other companies, not the one you were licensed wit 
as an agency ? 

Mr. Moore. It covered the entire country. 

Mr. Moss. Your relationship as agency for that one company ? 

Mr. Moore. At that time, and later on we took out an agency for the 
National Fire Company of Hartford. They don’t give the date on 
that. 

Mr. Moss. But as to the insurance firms involved in the Nicaro plant, 
you were not then an agency, nor were you a partnership, a brokerage 
partnership, under Illinois law? 

Mr. Conen. Pardon me, Mr. Congressman Moss. Congressman 
Moss is obviously familiar with insurance laws. Mr. Moore is not so 
well versed. He is not an attorney. Mr. Shafer, who is still here, 
I think, can best clarify this matter 

Mr. Brooks. Why don’t we go over it with Balmer in detail when 
hecomeson? He is perfectly familiar with it. 

Mr. Conen. I don’t want to testify on it. I have an idea on it. I 
am not an expert. 

Mr. Brooks. Could we see those notes, they might clarify the matter. 

Mr. Conen. Certainly. 

Mr. Moss. Mr. Chairman, I would, if possible, like to read this into 
the record. These figures indicate that on July 28, 1953, Mr. Moore 
was issued an individual broker’s license. May 6, 1954, Mr. Balmer 
was issued an individual broker’s license. Mr. Moore took examina- 
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tion September 28, 1953, and passed. Mr. Balmer took the examina- 
tion May 5, 1954, and passed. Individual broker’s license with three 
names on it issued Balmer, Moore, Shafer, agency license for American 
Surety Co., on May 25, of 1954. 

Individual broker’s license for each name, Balmer, Moore, Shafer, 
agency license for National Fire Co., of Hartford, Conn.—and I don’t 
seo a date given on that—and then a general broker’s license for 
Balmer, Moore & Shafer, on August 9, 1955. 

My point is that, from this, it would appear that there was no 
hiconaall firm of brokers Balmer & Moore under Illinois law prior to 
August 9, 1955, and I was wondering as to the requirement of Illinois 
law for the licensing of a brokerage firm. 

Mr. Couen. Mr. Chairman, may we have Mr. Shafer explain that? 
He is still under oath and reaffirms his oath. May he explain that? 
That is incorrect, as Mr. Moss has concluded. 

Mr. Brooks. Certainly, we would like to get the facts on this. 

Mr. Shafer, can you answer this? 

Mr. Suarer. Yes, sir; I did make a list in order to have it available 
for my memory. 

On May 25, 1954, Balmer & Moore, as a firm, were licensed as 
general brokers. Now this is in addition to any individual license 
that they might or might not have. 

Mr. Moss. On what date now? 

Mr. Suarer. May 25, 1954. The renewal date is the one you re- 
ferred to in 1955. These are my own records. 

Mr. Moss. Well, it doesn’t show on the slip Mr. Moore just passed 
up to me, and that is what I am inquiring about. I am not asserting 
anything. Iam trying to get the facts. 

Mr. Suarer. I think, sir, if you will examine this particular 
portion 

Mr. Moss. I have examined that. It says individual broker’s license 
with each of three names on it, Balmer, Moore, Shafer, agency license 
for American Surety Co. 

Mr. Suarer. In addition to that, there is, to the best of my know]- 
edge, a Balmer & Moore general broker’s license. I don’t have those 
with me, but I believe they are in the files. 

Mr. Moss. I would be interested in having this fact established. I 
think it is somewhat important to this inquiry, because this record 
does not indicate other than an agency license for a specific relation- 
ship with an individual company. 

Mr. Brooxs. Mr. Shafer, while you are standing up. did you apply 
on August 1, 1955, for a general broker’s license for Balmer & Moore? 

Mr. SHarer. That would be a renewal license, if I applied for it on 
that date. It would be an automatic renewal. 

Mr. Brooxs. Well, when the original was in May—do they renew 
them every 9or10 months? I thought they were for a year? 

Mr. Suarer. They are usually for a year, but I believe in the State 
of New York, at the time we applied, it expired in a month, and we 
had to renew a month after the first one was issued. 

Mr. Brooxs. Then if you renewed on August 9, and it lasted for 1 
month, it meant you had had it since what, July 9, 1955, or what? 

Mr. Suarer. No, sir, I referred to an instance. That has nothing 
to do with this situation. I might have applied for a renewal of the 
license long in advance of the date when it was due. The State of 
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Illinois sends out those notices several months in advance, usually, for 
a date in March—February or March. 

There is no reason why we shouldn’t take care of those things as they 
come up, rather than put them in a particular file and take care of 
them at a later date. 

Mr. Moss. Mr. Chairman, you inquired about an application on 
August 1, 1955. 

Mr. Brooks. Yes. 

Mr. Moss. There was a license issued on August 9 of 1955, which 
would appear to be the license issued as a result of the application on 
August 1. 

Mr. Brooxs. Yes. 

Mr. Moss. According to this record prepared by the General Serv- 
ices Administration, that would appear to be the first license issued 
to Balmer & Moore as a brokerage firm. 

Mr. Suarer. Congressman Moss, in any event the act that any one 
member of a firm doing business under a firm name is a licensed broker 
is a sufficient basis on which to do insurance business. 

Mr. Moss. In my State you may, as an individual broker, conduct 
your individual business, but I believe if you are doing it as a firm, 
the firm must be so licensed. 

Mr. Hourzman. Each member of the firm. 

Mr. Moss. I can’t state that that is true in Illinois. I am inquiring 
as to whether it is. 

Mr. Suarer. Each member of a firm who solicits insurance but not 
each member of a firm. Obviously, under those circumstances, almost 
anybody attached to a firm would have to have some type of license, 
and many people in the insurance business do not have licenses. 

Mr. Moss. As a rule, the firm is licensed. 

Mr. Suarer. That is correct; I state that the firm is so licensed, but 
even if it was not licensed, if any individual of the firm was licensed 
and chose to do that business to a firm with which he was associated, 
I know of no prohibition to doing so. 

Mr. Moss. I think that would vary by State law. I would say, in 
the case of my State, that would appear to be an erroneous assumption. 
I am just interested in how it works in Illinois. 

Mr. Suarer. In any event, wouldn’t that be a matter for the State 
law, rather than for this committee ? 

Mr. Moss. Not at all. If the firm were not properly licensed in 
Illinois, it is very definitely a matter for this committee. 

Mr. Sirarer. As far as I know, we were properly licensed. 

Mr. Moss. I can assure you I am not directing my line of inquiry 
to any point that isn’t properly the business of this committee, and in 
any event, I would reserve to my own judgment the propriety of my 
question. 

Mr. Suarer. I stand rebuked. I am sorry. 

Mr. Houtrzman. Mr. Chairman. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Hottzman. Can we get from you now, Mr. Shafer, as the 
acknowledged expert of this firm, whether or not y ou would be entitled 
to act as a firm in the general brokerage business without first being 
each individually licensed? Do you ‘understand the question, sir! 

Mr. Suarer. I believe I do. I am not prepared to give a definite 
answer to that question. It is my understanding, without any study 
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of the question, that as long as the person who solicits insurance is 
licensed, he is in a position to make such solicitations. 

Mr. Hourzman. Well, wouldn’t you go further and say whether 
he actually solicits insurance or not before he can be part and parcel 
of a firm engaging in the general brokerage business, each individual 
has to be licensed ? 

Mr. Suarer. I do not believe so. I believe that if I make a partner- 
ship agreement with another man, that I will go out and get the busi- 
ness and he will run the office and he will not solicit business at all, 
that he need not be licensed, as long as I am. 

Mr. Hourzman. Well, it sounds rather odd to me. I know that 
situation is not the law in New York. And, Mr. Chairman, I think 
we should look into that so that we can have a better understanding 
of the structure of the Illinois insurance law. 

Mr. Moss. I would join in that request, Mr. Chairman. 

Mr. Brooks. We will try to find out. I wonder, Mr. Shafer, if 
you would ask your counsel, and with your own expert knowledge of 
this, give us the exact date as to when you individually became agents 
for a company, when you individually became brokers, and when your 
organization, Balmer & Moore, became brokers, so that we can finally 
get it settled. 

Apparently this information from the GSA is not fully clarifying 
the situation. If you would, lay that out. 

Mr. Hoittazman. Mr. Chairman, without wanting to cast any asper- 
sion here, I think it is a little unusual, a man in the business for 19 
or 20 years, does not seem to have a definite answer as to whether 
you must be individually licensed or not. It seems to me that the 
average prudent businessman or professional man will know that, 
after being in business 19 or 20 years. 

Mr. Conen. Mr. Chairman, we are here to get at the facts and we 
want to assist you on that. I hope that the purpose here isn’t to 
embarrass Mr. Shafer or anyone else. 

Mr. Brooks. Certainly it is not. 

Mr. Conen. I know Mr. Holtzman had no such intention. 

May I suggest this, sir: We will get for you from the State insur- 
ance chairman, the commissioner in Illinois, the official statement as 
to just what those dates were, and I think that would be the best 
evidence. 

Mr. Brooxs. And from the commissioner in Albany, in New York 
State. 

Mr. Conen. And in New York, together with a statement of what 
the New York statute—I am sorry, the Illinois statute—is with respect 
to the legality of the solicitation in the name of a firm by one licensed 
individual. 

Mr. Brooxs. That is what I asked Mr. Shafer, if he could work out 
with his counsel, probably you, and furnish the committee that 
information. 

Mr. Houtrzman. Mr. Chairman, may we have our counsel simulta- 
neously check so that we can have some understanding and I have one 
more question ? 

Mr. Brooxs. Yes, go right on, Mr. Holtzman. 

Mr. Horrzman. Mr. Moore, in your direct testimony you spoke of 
being busy with elections. Can you tell me what you meant by that? 
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Mr. Moore. As chairman of the Cook County Republican Centra! 
Committee. That isa pretty big county. 

Mr. Hourzman. Chairman of the Cook County Republican Com.- 
mittee ? 

Mr. Moore. Yes. 

Mr. Hourzman. And in your capacity as chairman, you were active 
in the campaigns, I take it? 

Mr. Moorg. Yes. 

Mr. Brooxs. We have one more question, Mr. Moore, and we won't 
trouble you too much, as we said. How long have you been associated 
with Mr. Balmer? 

Mr. Moore. You mean my acquaintanceship ? 

Mr. Brooxs. Yes. : 

Mr. Moors. I have known him as a member of the county commit- 
tee and active in politics for over 40 years, since 1915. 

Mr. Brooks. Fine. You have been associated with him in a busi- 
ness way 

Mr. Moors. No, I didn’t have any business with him, but I have 
been associated with him in politics. He has occupied some important 
offices in the city administration. I have known him all of my life. 

Mr. Brooxs. Thank you very much. I want to tell you again, on 
behalf of the subcommittee, I think I can say that we appreciate your 
coming down and laying out the facts to the best of your ability. 
Thank you very much. 

Mr. Conen. Is Mr. Moore excused now, Mr. Chairman? 

Mr. Brooks. Yes, sir. 

If you are ready to go back to Chicago, fine. We appreciate your 
coming back any time. 

Mr. Moore. Glad to be down here. I have to go back to work now. 

Mr. Brooxs. We would like to call at this point Mr. Balmer, if he 
is here. 

Mr. Balmer, will you please raise your right hand and be sworn, 
sir? 

Do you swear the testimony you are about to give this subcommit- 
tee will be the truth, the whole truth and nothing but the truth, so 
help you, God? 

Mr. Batmer. Yes, sir. 

Mr. Brooks. Thank you, sir. Would you i be seated. 

Would you give us your full name, sir, and where you are from? 


TESTIMONY OF WILLIAM J. BALMER, BALMER & MOORE 
INSURANCE AGENCY, CHICAGO, ILL. 


Mr. Batmer. William J. Balmer. 

Mr. Brooks. You are from Chicago, sir? 

Mr. Batmer. That is right. , 

Mr. Brooks. Would you give me the names of the General Service 
Administration employees with whom you have discussed this 
hearing ? 

Mr. Batmer. Well, I think the only one I have discussed it with, 
and that has been very briefly, was Mr. Mansure. 

Mr. Brooxs. How many times did you discuss it with him? 

Mr. Baimer. Only once. 

Mr. Brooks. Just once? 





Yentral 


1 Com- 


active 


> won't 
ociated 


ommmit- 
a busi- 
I have 
yortant 
ry life. 
ain, on 


te your 
ability. 


fe your 


‘k now. 
r, if he 


SWOrn, 


ommit- 
uth, 30 


Service 


d this 


t with, 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 277 


Mr. Baumer. Yes, sir. 

Mr. Brooks. Have you discussed this hearing with any of the Mer- 
rit-Chapman & Scott representatives ? 

Mr. Batmer. No, sir. Wait aminute. I think one of them called 
me on the telephone and asked me about this hearing. I am not sure. 
Yes;I think they did. I willsay “yes.” 

Mr. Brooks. This week or last week ? 

Mr. Baumer. No; I think it was last week. 

Mr. Brooks. Have you talked with any of the National Lead repre- 
sentatives about this particular hearing ? 

Mr. Baumer. No, sir; I have not. 

Mr. Brooks. Could you give us an idea of how long you have known 
Mr. Mansure? 

Mr. Baumer. Oh, I would say about 30 years. 

Mr. Brooxs. In what capacity have you been associated with Mr. 
Mansure, sir ? 

Mr. Baumer. Well, Mr. Mansure has been associated with us polit- 
ically for about that time. He has been head of various civic groups 
and civic organizations, organizations that were probably auxiliaries 
to the county central committee, and more or less a civic-minded leader. 
But he has always been quite active with us. 

Mr. Brooks. You have had no business dealings with him? It has 
been primarily political ? 

Mr. Batmer. Political and civic; that is right. 

Mr. Brooxs. Do you know Mr. Harry Wildner? 

Mr. Baumer. No, sir; I do not. 

Mr. Brooks. Do you know Mr. Joe Martino? 

Mr. Baumer. No, sir. 

Mr. Brooks. I noted under the papers sent to me that you had left 
a meeting of some central committee to tell a newspaper that there was 
a big power play on. 

Mr. Baumer. Well, I think that 

Mr. Brooks. I didn’t know anything about that. Would you ex- 
plain to us just what the power play is, because we are interested in the 
facts, and if you have them, we would appreciate very much your tell- 
ing us about them. 

Mr. Batmer. Gentlemen, it is not related anything to this commit- 
tee, but if anyone has gone through what I have gone through in the 
last year, and particularly in the last 6 months, I wouldn’t think that 
you would have to be very smart to know that there is a great power 
play going on. 

Mr. Brooks. Well, we might not be very smart, you understand. 

Mr. Batmsr. Now, I think you are very much smarter than I am, 
all of you. 

Mr. Brooxs. We are just not as powerful and rich. 

Mr. Batmer. You consider me the dumb party here, will you please? 
! probably am. 

Mr. Brooxs. What was this big power play you mentioned? Mem- 
hers of the subcommittee, in that atlas newspaper release he was 
asked to explain, Mr. Balmer said : 

It should be very easy for you to find out, who owned the property, who was 
getting the royalties, who is going to buy it. It appears to me the Government 
is getting ready to sell it and a power play is on. 

This is a fight between would-be interests and a lead supply company. This 
was gone over several times. We bid on it. We were the low bidders. We were 











278 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


not just designated brokers. I think we affected a considerable saving to the 
Government. ._ If we hadn’t been low bidder, we wouldn’t have gotten the busi- 
ness. 

This business of a fight, about them getting ready to sell it, and a 
power play being on, we are interested in this, seriously, and any 
inkling of the facts you might give us would be helpful. 

Mr. Batoer. I have no partic ular facts except that I might analyze 
the problem ‘le same as anybody might analyze it and being vitally 
concerned with this one, because my name has been published, L think 
I got more publicity out of this than the Korean war. 

I naturally could analyze it from this viewpoint. Nickel is one of 
the most precious metals in the world. The country that hasn’t got 
nickel has no munitions or probably no defense material. Now with 
this thing starting here, I couldn’t see anything in a piece of brokerage 
where we should be involved in all of this controversy and everything 
connected with the thing, if there wasn’t some kind of power play 
going on, and I said I didn’t think we belonged in that league. We 
belong away down in the minors and somebody is elevating us up to 
the majors. Now by that I have no concrete proof, gentlemen, and 
I presume that the Government has announced they will try to get out 
of business and sell out of these properties. 

I imagine that a party that would be in charge of producing such 
a rare commodity as nickel would be in a very fine position, even 
though they might have a lower bid, if they were able to produce 
and show that they had the knowledge to produce, I think the Govern- 
ment might consider that. That is my opinion. That is what | 
meant. 

I had no news release, though Mr. Chairman, That was merely a 
inquiry over telephone and off the cuff, not based on any ccdiedee 
or facts. Probably I was a little angry, too, at the time because the 
newspapers were full of this inquiry. I was called out of a slate-mak- 
ing committee on top of it. 

Mr. Brooks. | thought that was what it was, but I wasn’t going to 
go into that unless you mentioned it. It says: “It appears to me the 
Government is getting ready to sell it.” It is your feeling that they 
are planning to sell this plant ? 

Mr. Bauaer. I have no knowledge, Mr. Chairman, beyond the fact 
that there has been a general trend and from time to time there has 
been some references coming from those officials and high places that 
they want to get out of business. They want to get the Government 
out of business. 

Mr. Brooxs. Now what would-be interests would be mixed up in 
a battle with National Lead over this, and I ask that question with 
this thought: This subcommittee has been primarily concerned for 
a good while with getting the maximum cash dollar return for ever) 
piece of Government property that the GSA or anybody else sells, 
that comes under our jurisdiction. Both the Republicans and the 
Democrats have held to a pretty strong line of requiring that when 
they sell a piece of Government property, they get the highest fair 
market value of that property, at its highest and best use, which has 
caused some problems in various areas. So we are interested, if it 
is ever sold, in getting the most money for it that we can, because it 
is taxpayers’ money that built it. So with that background, any in- 
formation that you might give us as to prospective bidders for a plant 
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that we will have spent $100 millon in building might not only be 
helpful to this committee, but might yield millions of dollars in a bid 
for that company at some later date from the United States Gov- 
ernment. i BS 

Mr. Baumer. I think, Mr. Chairman, that as far as giving you any 
real facts is concerned, I can’t give you any facts, other than this, 
just strictly off the cuff. However, 1f I get interested, I intend to 
publish a little paper of my own and I do, and have for the past 35 
years, and I think I will probably dig into it a little bit and if I find 
some more of the things that I think are there, I would be very happy 
to give them to you. 

Mr. Brooxs. We would be most happy if you would pass them on 
to this subcommittee. Now, in the last paragraph of this off-the- 
cuff statement, that “we are not just a group of designated brokers, 
I think we effected a considerable saving to the Government. If we 
hadn’t been low bidder, we wouldn’t have gotten the business.” Well, 
I think they established that you all did not put in a bid; is that right? 

Mr. Batmer. That is right; yes, sir. I meant our company when 
I made that statement. 

Mr. Brooxs. And when you say we were not just a group of desig- 
nated brokers, what did you mean / 

Mr. Baumer. I meant by that we were not picked by some official 
of GSA and told we were going to get a piece of brokerage. 

Mr. Brooxs. Who designated you all as the brokers? 

Mr. Batmer. Well, the only ones that designated us as brokers, to 
my knowledge—of course, I have got to rely upon Mr. Shafer and 
his talks with me, because I have been busy like Moore, but I, too, 
have been busy in my own particular line of insurance. This was 
a little out of my hand, and furthermore, I couldn’t handle it. 

It was something a little bit beyond me. It was quite technical 
and I didn’t have the time. But I do write a considerable—if you 
have our books here, you will find a considerable number of perform- 
ance bonds, and I take care of most of that. It is not Government, 
however. 

Mr. Brooxs. What other insurance does the Balmer & Moore Co. 
handle? 

Mr. Batmer. We handle all types of insurance, particularly per- 
formance bonds. That is one of the reasons I secured this agency 
from American Surety Co., because American Surety, that is not their 
only business, but it is their prime business, performance bonds. 

Mr. Brooxs. You all have sold some other insurance under the 
Balmer & Moore agency ? 

Mr. Baumer. Oh, yes, indeed, we have. 

Mr. Brooxs. Have you acted as brokers for other groups of people 
placing insurance ? 

Mr. Batmer. Indeed, we have. 

Mr. Brooks. What did you mean by: 

If we hadn’t been the low bidder, we wouldn’t have gotten the business? 

Mr Batmer. Well, meaning by that, in my talks with Mr. Shafer, 
I have said to him first, when he came down here—I think, if you 
will permit me, I would like to go back a little bit and tie this in, I 
am going to be asked this question anyhow and it will fit in here. 
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He talked to me about this business and I said I have no wish to 
embarrass Mr. Mansure. I have not asked him and I don’t intend to 
ask him for any insurance. We are a little bit too close to him and we 
don’t want to cause him any embarrassment. Proceeding on that, he 
went down to examine this and found that it was not a performance 
bond such as we thought, but he did come back with the statement 
that it was to be bid on. Now, shortly after that—I don’t remember 
just what date—I asked Mr. Mansure if we would in any way be em- 

arrassing him if we tried to put some companies together. Shafer 
seemed to think that we could do it, that we might even effect some 
savings to the Government, and Mr. Mansure said “I want all of the 
bids I can possibly get. You will not embarrass me in any manner at 
all.” That is what I meant by that. 

Mr. Brooxss. I wonder if youcould go into this thought : 


I think we effected a considerable saving for the Government. 


Could you amplify that for us, Mr. Balmer ? 

Mr. Batmer. Well, I think over the previous insurance that had 
been let on plant 1 and on this plant here, in the conversation I think 
it ean to somewhere in the neighborhood of around $22,000. 

Mr. Brooks. That is the insurance that had been previously let! 

Mr. Batmer. That is right, and part of that was paid back to the 
hospital in Cuba. 

Mr. Brooxs. Now wasn’t there another bid that was identical with 
yours, as far as the actual net cost to the United States, through its 
contractor ¢ 

Mr. Baumer. I understand there was, but I still feel if we had not 
done that job you might not have had that other insurance company 
in there with that bid. 

Mr. Brooks. Oh, you think this tie bid was a result, partially, at 
least, of your interest in placing a bid through La Alianza or having 
La Alianza bid ? 

Mr. Batmer. I certainly did. 

Mr. Brooxs. Did you all help them work up the specifications for 
the second bidding ? 

Mr. Barner. I couldn’t answer that, Mr. Chairman. Mr. Shafer 
handled all of that. I am just giving you knowledge that I had from 
him. I didn’t handle that at all. 

Mr. Brooks. Do you spend much of your time in the Balmer & Moore 
agency brokerage work ? 

Mr. Batmer. Well, I spend as much time as it needs to take care 
of the particular form of business that I handle. I have had nothing 
to do with this business here, excepting a few contacts and a few con- 
versations which I have partially related and will relate as we go 
along. 

Mr. Brooks. Did Mr. Mansure tell you that you should send Shafer 
or go and see yourself a Mr. Cremer of Snare? 

Mr. Baumer. I was rather astonished at that statement yesterday 
because I think that, to the best of my knowledge and belief, I don’t 
think that anybody asked me to go and see Mr. Snare or Mr. Cremer. 
I should say possibly, or anybody in the Merritt-Chapman Corp. I 
think one time I had a talk and I explained something to Mr. Luther. 
He was here and I told him some little thing about what we were 
trying to do. 
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He suggested, well, why don’t you go and talk with them, and I said 
I intend to. 

Mr. Brooxs. Would you read that answer back, Mr. Reporter? 

(Answer read.) 

Mr. Brooxs. Mr. Mansure never did mention to you that you ought 
to either yourself go or have a representative see Mr. Cremer? 

Mr. Batmer. He might have done that, Mr. Chairman, but I don’t 
recollect. 

Mr. Brooks. The reason I ask that question is that Mr. Mansure, as 
I recall it, said that he told Mr. Cremer when Mr. Cremer asked him 
“Who do you recommend as a midwestern insurance outfit, if you 
don’t want any eastern company to get it?” and he said, “Well, you 
might see Mr, Balmer.” And he said “Well, would you give me his 
address?” He said, “There is no point in giving you his address. He 
wouldn’t read your letter. He wouldn’t see you. But I will see him 
and tell him that the next time he is in New York, he ought to call 
you.” 

' Now, I think that is what Mr. Mansure’s testimony was, substan- 
tially. You don’t remember whether he told you that or not? 

Mr. Baumer. I honestly don’t remember it. 

Mr. Brooxs. The reason I ask it again is because subsequent to 
that, Mr. Shafer did go by and see Mr. Cremer. 

Mr. Batmer. So did I. 

Mr. Brooxs. To do what he called solicit the business and what 
Mr. Cremer calls to settle and sign up, there being some difference 
in the testimony between those two propositions. Well, who is Mr. 
Luther that you talked with, sir? 

Mr. Batmer. Well, I think that the time that Mr. Luther was sort 
of a local representative of Mr. Snare, of the Snare Corp. 

Mr. Brooxs. Under the laws of the State of New York, can you 
personally solicit insurance business as a broker on behalf of Balmer 
& Moore insurance agency ? 

Mr. Cowen. Mr. Chairman? 

Mr. Brooxs. Why don’t you talk to him? You can give him the 
advice and then he can give the answer that is possible. 

Mr. Conen. Well, I object to the question because it clearly calls 
for a conclusion of law which this man is not capable of giving, and 
I ask you, sir, as a lawyer, to sustain my objection to your own 
question. 

Mr. Brooks. I will tell you what: Why don’t you talk with your 
lawyer, Mr. Balmer, and maybe you can all evolve an answer as 
to whether or not you are eligible. You surely would know. 

Mr. Cowen. His lawyer would have to confer with Mr. Holtzman. 

I am not an expert on New York law. I don’t know the New York 
insurance law. 
_ Mr. Brooks. Well, Mr. Balmer, the question is, to rephrase it, and 
it is not a very difficult question: Can you personally solicit insurance 
business as a broker on behalf of your Balmer-Moore insurance agency 
under the laws of New York State, and you probably know very well 
whether you can or not. 

Mr. Baumer. No, I don’t think that there are very many men that 
know the insurance laws, gentlemen, throughout all of the different 
States in the Union. I think that would be a very rare thing. I don’t 
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know. Mr. Shafer was handling the business and I think he was 
handling it competently. I couldn’t answer that question. 

Mr. Brooks. Well, it seems unusual, as a member of the firm which 
has a broker’s license of some sort in New York, that you wouldn’t 
know whether you could go pick up a nice piece of business in New 
York or not. 

Mr. Batoer. I don’t think that is unusual at all. 

Mr. Brooxs. You don’t? 

Mr. Baumer. No, sir, I don’t. I think it would be very unusual, 
it would be a very rare thing to find an insurance man who could give 
you that kind of statement. 

Mr. Brooks. Well, most of the insurance folks in my part of the 
country, if they have a broker, would like to know whether they can 
go and solicit business or not. They don’t say “Well, I don’t know 
whether I can get it or not, or whether I am eligible to talk about it.” 
Most of them know exactly what members of their firm can go and 
solicit business and ask for it and try to sell it because they make 
a living doing it. 

[It is important to them to know what their rights are. If they are 
lawyers, they pay their bar dues because they know if they don’t, 
they can’t practice law. This seems very unusual to me. 

Mr. Baumer. Well, I didn’t have any business in New York, Mr. 
Chairman, but if I had any personal business in New York, I would 
have quickly found out, or I probably would have contacted some 
insurance agency in New York. 

I would contact it through the company that I have an agency, 
and I would find that out very quickly. 

Mr. Brooks. Well, when did you first discuss this brokerage fee 
with Mr. Cremer? 

Mr. Bacnoer. I think I approached it—I know it was after the con 
tracts were let. I think it was 2 or 3 months after the contract was 
let. I was in New York. I called Mr, Cremer. I told him what I 
wanted to see him about. I went over to see him and he said-—I think 
this will bear out, I hope I don’t say anything wrong—he said: “What 
the hell right do you think you have to get this business?” 

I said: The same right that he had to get this contract. We were 
soliciting it. I said: “The only thing we will ask you is if our agent 
and our man that is handling this matter, Mr. Shafer, is able to come 
in with a company with a lower bid or better bid than anybody else, 
would you consider us as brokers?” He was very nice about it. He 
said “I certainly will.” 

Mr. Brooks. This was in New York ? 

Mr. Baumrr. Yes, sir. 

Mr. Brooxs. New York City? 

Mr. Baumer. Yes, sir. 

Mr. Brooxs. Well, did you discuss at that time the percentage of 
the brokers’ fee that your firm, Balmer & Moore, was to receive 1! 
your clients were the low bidders? 

Mr. Batmer. No, sir, J did not; not at that time. 

Mr. Brooks. Well, did you ever discuss with him the amount or, 
rather, the percentage of the broker’s fee that your organization was 
to receive / 

Mr. Bauwer. Yes, sir; at a later date. 
Mr. Brooks. When was that, do you remember ? 
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Mr. Batmer. Well, I think I have got a note here. I can tell you 
just about the exact date. I think it was somewhere around April. 
This is the best of my knowledge or belief, around April 1955. 

Mr. Brooks. About what date, sir? 

Mr. Baumer. About April 1955. 

Mr. Brooxs. And you all discussed at that time the percentage? 

Mr. Barmer. Mr. Snare or Mr. Cremer had sent word, he telephoned 
me and would like to know if I would drop in when I would be in New 
York. Ithink I told him about what time I would bethere. He asked 
me if I would stop in. 

Mr. Brooks. Well, did you at first think that you all should have 
all of that brokerage fee? 

Mr. Baumer. Well, according to the reports I got from Mr. Shafer, 
I felt at the moment that we should. But after a little explanation on 
the part of Mr. Cremer explaining these things, I felt that Mr. Shafer 
had made some contact in Cuba and I realized the importance, too, of 
having somebody else, and he suggested that there be a 50-50 arrange- 
ment, and I told him that I thought we had done most of the work 
and I didn’t think that that was quite fair. 

He said, “Well, what about 3314 percent?” And I think at the time 
I said, “Well, that is O. K. with me, that is fine.” 

Mr. Brooks. Did you suggest the possibility of you all receiving 75 
percent and a broker in Cuba receiving 25 percent? 

Mr. Batmer. Yes; I suggested that to him at the start. 

Mr. Brooks. As an alternative / 

Mr. Batmer. Yes. 

Mr. Brooks. And you finally agreed the broker in Cuba would 
receive 3314 percent and you would receive 6624 percent ? 

Mr. Batmer. I told him it was O. K. with me, that I would have to 
talk with my partners, but it was all right with me. 

Mr. Brooks. Now, there is one other line of questioning I would like 
to have settled in my mind that T have never felt clear about, and that 
is: What did you all do as brokers for the Snare-Merritt organiza- 
tion, building this plant in Cuba ? 

Mr. Batwer. Well, I think that has all been recited here, Mr. Chair- 
man, by Mr. Shafer. I think he has gone into that. He has cov- 
ered it. 

Mr. Brooxs. I wondered what your own feelings was as to what you 
all had done to earn this brokerage fee, in your own mind, what did you 
do as brokers to warrant collecting a part of this fee ¢ 

Mr. Batmer. Well, as Mr. Shafer said, you put together a group of 
companies. First, you put together a company in Cuba. 

Mr. Brooxs. You put a company together where ? 

Mr. Batmer. A company that had a license to do business in Cuba. 
Then you proceeded to put together a company that would reinsure. 
Now, there is a lot of time on that. It don’t sound like much when 
you say that, You would probably say, “What is that, 10 minutes’ 
work.” I know darned well from the amount of expense and things 
that was connected with what he was doing, he must have spent a lot 
of time in doing that. 

Mr. Brooks. Was it a great problem to get the North American In- 
surance Co., the Insurance Company of North America, in Phila- 
delphia, to accept that reinsurance, was that a difficult undertaking ? 
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Mr. Baumer. I don’t know. He would have to answer that. He 
handled that. I didn’t handle that. 

Mr. Brooxs. I wonder also: Was it difficult to get La Alianza, the 
eventual winning bidder, to submit a bid ¢ 

Mr. Baumer. I would have to say the same thing to that, Mr. 
Chairman. 

Mr. Brooxs. The reason I point that out, Mr. Balmer, is they had 
submitted a bid the first time without you all putting them together 
and telling them about it, and they had previously reinsured their 
insurance commitments, so I haven’t seen where suggesting to these 
people that they put in a bid when they had put in a bid before with- 
out that suggestion, and suggesting that they get one of the largest 
companies in the United States to reinsure when they had used re- 
insurance before, and when that company welcomes such clients, I just 
don’t see where that tremendous amount of—where that is a tremen- 
dous amount of work at all, or anything else that they did. 

Mr. Bavmer. Mr. Chairman, you may be absolutely right. I don’t 
know. Personally, I think that I am right. I know that this man 
has made a lot of trips. I know that he has spent considerable money. 
I know that there is a lot of transportation, a lot of hotels and other 
things connected with this policy. 

Now, he certainly had to be doing something, and I know him well 
enough and long enough to know he certainly wasn’t just loafing 
around New York. He was working. 

Mr. Brooks. Well, in the light of those two events, which you 
might not have considered before, that La Alianza had put in a bid 
before, was familiar with the project, much more familiar that we here 
are, that it wasa great chore to get them to submit a second bid, I mean 
just from your own analysis of a worksheet report of your associ lates, 
where he says “I spent lots of time and effort getting these people to 
submit another bid,” does that ring like a very authentic sort of ex- 
penditure of time and effort? 

Mr. Batmer. Well, it all depends upon the insurance company. 
Suppose the insurance company felt that they had a lot of compensa- 
tion insurance. Suppose they felt that they didn’t want to write any 
more. Suppose they felt that they were insured up to the limit. 
There are a lot of things that might be conveyed in there, Mr. 
Chairman. 

Mr. Brooxs. I understand. But they had put in a bid just a few 
weeks before on this same project. Thev had already bid without 
this associate of yours leading them by the hand and helping them 
write up their bid and telling them, now, this is what you ought to put 
in it, when they have been in the insurance business for a good while. 
I don’t know how long, I think he said since 1919. 

They have probably learned how to write those offers. 

Mr. Batmer. I don’t doubt that a bit. 

Mr. Brooks. I am not jesting about it. It just looks to me like— 
and I am asking you: Did it sound like something that was logical 
to you, that you would have to go and get somebody to put in a bid 
when they had already put in a bid on the first offering and were 
obviously interested in it and familiar with it, and knew what the 
losses might be and were familiar with the program ? 

Mr. Baumer. The only thing that I can say is this: It sounds logi- 
cal to me from Mr. Shafer’s statements to me. Now from what you 
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say, certainly the companies must have—I just don’t know anything 
about that. 

ae Would you say what the chairman says to you is 
logical ? 

‘Mr. Baumer. I did not say it was logical. 

Mr. Hottzman. Well, is it logical or isn’t it logical? 

Mr. Batmer. You are asking a question I don’t think is right. I 
am answering wrong either way. I said it sounds logical to me from 
Mr. Shafer’s conversation with me. In view of what the chairman 
said, what the chairman said is reasonable. Maybe it happens. I 
don’t know. I didn’t say it was logical. I am not going to use that 
word twice. 

Mr. Brooks. We are not trying to embarrass you. 

Mr. Baumer. I don’t know. 

Mr. Brooks. You have a splendid vocabulary. 

Mr. Baumer. I don’t think I have, but, Mr. Chairman, if you sit 
where I sit and you read those newspapers and you had your family 
reading them—now, I have been around for 35 years, you would 
probably be just as much concerned as I am. 

Mr. Brooks. Well, we are very much concerned, sir. 

Mr. Youncer. Mr. Chairman. 

Mr. Brooxs. Mr. Younger. 

Mr. Youncer. May I ask a question of Mr. Shafer? 

Mr. Brooks. Why, of course. 

Mr. Youncer. Mr. Shafer, under the Cuban law is there anything 
in that law that says that a broker has to do anything or render any 
service whatsoever to get the commission ? 

Mr. SuHarer. Under the Cuban law, whether a broker does any 
work or not he gets the same amount of recompense. 

Mr. Youncer. The insurance company that got that contract had 
to pay a brokerage fee to somebody whether they rendered any service 
of any kind or description ? 

Mr. Suarer. That is correct. 

Mr. Moss. Could I pursue that point a little further with Mr. 
Shafer ? 

Mr. Brooxs. Yes, Mr. Moss. 

Mr. Moss. Is it true, however, that, as a rule, in selecting a broker 
to handle your insurance, the average client is looking for a broker 
capable of servicing him, and he is interested in the service the broker 
can render, whether or not the law requires that service be given? 
_ Mr. Sarer. Well, do I understand that the import of your question 
is that we were not capable of rendering any service that should 
be supplied ? 

Mr. Moss. You shouldn’t have to understand anything beyond the 
question which was clearly put. Isn’t it a matter of custom that in 
seeking a broker you seek a man who can give you service, service 
which is an important part of the transaction? 

Mr. Suarer. It is a matter of custom and I consider we are as 
well qualified as anybody. 

Mr. Moss. I think we discussed that this morning. I wanted to 
deal with the point raised by my good friend from California, Mr. 
Younger, that, while the law doesn’t require that the broker do any- 
thing, as a rule the customer is usually very much interested in the 
character of service the broker renders. 








286 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 
Mr. SHarer. That is correct. 
Mr. Houtrzman. Mr. Chairman, are you finished with this line of 
questioning ? 

Mr. Brooks. I had just one further question. 

Mr. Hotrzman. All right, when you are finished. 

Mr. Brooks. Mr. Balmer, I was wondering, sir, do you have any 
idea what the Cuban broker does for the Snare-Merritt organization 
to earn its one-third of this fee? 

Mr. Baumer. I don’t have any knowledge except as to how the in- 
surance companies and the brokers might make arrangements. They 
might make arrangements that they don’t have to do anything, so if 
the broker wants to do something he volunteers it. 

Mr. Brooks. It seems obvious that there is some substantive fac 
tor that realistic businessmen would pick brokers who are going to do 
something for them rather than just take 10 percent. They would 
pick brokers who would contribute to the solution of their labor prob- 
lems and to better safety measures in their plant so they would cut 
their losses for both the insured and the insurer. 

Mr. Batmer. Well, usually the way that is done, I have been in the 
insurance business, Mr. Chairman, for a long time. 

Mr. Brooks. Yes, sir. 

Mr. Baumer. I have spent a lot of time in it some years ago, 
and I got a little more lucky. I got out of it and built an oil well or 
two. 

Mr. Brooxs. Built what? 

Mr. Batmer. A few oil wells. By God, I wish they were, Mr. 
Chairman, in the great State of Texas, they would have been all right. 
I have some oil interests in Texas, anyhow. 

Mr. Brooks. Not in southeast Texas, I trust. 

Mr. Horrzman. Mr. Chairman. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Hortrzman. Are you connected with the Cook County Republi 
can Central Committee? 

Mr. Baumer. I am chairman of the executive committee, Congress- 
man. 

Mr. Hortzman. You are chairman of the executive committee? 

Mr. Batmer. Yes, sir. 

Mr. Houtrzman. And do you agree with the statement of Mr. Man- 
sure that in Chicago, specifying Chicago, insurance is a byproduct of 
politics ? 

Mr. Barer. No, I wouldn’t say it was a byproduct, but I will tell 
you what we do. 

Mr. Hotrzman. What do you do, sir? 

Mr. Baumer. We get along pretty well. We get along all right. 
We don’t have much trouble. I think that five of the largest insurance 
agents and brokers in the entire Middle West are Democratic ward 
committeemen. I, however, have a lot of relationship with them and 
we get along fine. There is the sanitary district of Chicago, for in- 
stance. There are 3 Democratic members on the board and 6 Repub- 
licans. Now, as near as we can—you cannot always get bonds. 
Sometimes you will get a contractor who will say, No, I want this 
broker 

Mr. Youncer. Will you designate the individuals you are speak- 
ing about? Give us names. 
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Mr. Baumer. I hate to do that. 

Mr. Youncer. I know, but we don’t like to speak about Tom, Dick, 
and Harry. 

Mr. Baumer. They are all personal friends of mine. 

Mr. Youncer. We like to have it Tom, Dick, and Harry Jones or 
whoever they are? 

Mr. Baumer. They are great people. 

Mr. Youncer. I know they are. 

Mr. Baumer. They are doing a splendid business. 

Mr. Youncer. I know they are. Let us name them. Who are 
they ? 

Mr, Counen. Mr. Younger, or Mr. Chairman, may I object to Mr. 
Younger’s question on the ground of relevancy. I think we are get- 
ting off into the political field here, and while we all have a lot of 
fun in it, it is not really germane to the legislative purpose of this 
inquiry. 

Mr. Younger. Well, we have been doing that for 2 days. 

Mr. Conen. I know that. 

Mr. Younger. There is nothing new in that. 

Mr. Brooxs. Now, you are both out of order. 

Mr. Harpy. Mr. Chairman, I don’t think that the point of counsel 
is well taken, but I don’t think that it makes much difference. I would 
be perfectly happy to have their names. 

Mr. Younger. I would, too. 

Mr. Harpy. I don’t see any real reason why they shouldn’t be 
presented. 

Mr. Honrzman. I have no objection. 

Mr. Baumer. The only one that has an objection is myself. 

Mr. Brooxs. Well, Mr. Balmer, that is your decision. 

Mr. Baumer. I would much prefer not to, gentlemen. 

Mr. Youncer. All right. 

Mr. Baumer. They are good friends, but the point I wanted to make 
is this: They get about a third of the insurance with the exception of 
that provision that I put in there, and our companies get two-thirds 
of that one particular body. Now, that is unfortunately one of the 
few Republican agencies we have left in Illinois. The Democrats 
have almost all the rest of them. But that is the way we work and 
we get along fine. We don’t have any difficulties whatever. 

Mr. Brooks. I wondered if you had discussed the brokerage fee 
with anyone prior to October 4, 1954? 

Mr. Baumer. I don’t think so, Mr. Chairman. 

Wait a minute, I did say Mr. Snare, or Mr. Cremer, didn’t I? Out- 
side of that, I can’t think of anyone. 

Mr. Brooks. Have you discussed it with any representative of the 
American International Underwriters Corp. ? 

Mr. Baumer. No, sir. 

Mr. Brooks. When did you ask Mr. Mansure if it would embarrass 
lim for you to bid on the Nicaro insurance contracts ? 

Mr. Batmer. It was shortly after the contracts were let and I asked 
Mr. Shafer at the time—if you go through there and want to look at 
that, that is O. K., but I want you to understand as far as I am con- 
cerned I don’t want to embarrass Mr. Mansure, and it seems that most 
things we do somebody seems to take offense at them, even though they 
ure legitimate, and I think I told him as far as I am personally con- 
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cerned I will ask Mr. Mansure not to give us any business just because 
there is some connection. 

Then Mike came back and told me there was a bid and I said do you 
think this would cause any embarrassment to bid on this job? He said 
none whatsoever. I welcome all the bidders I can get. 

Mr. Brooks. At that time had your company already submitted a 
bid through Godoy & Sayan for La Alianza? 

Mr. Batmer. Not to my knowledge. I hope we hadn’t. 

Mr. Brooxs. I didn’t get fully what your insurance experience was. 
You mentioned it briefly. Would you just give us a paragraph on 
what your background was? You have been in it for some time, [ 
understand. 

Mr. Baumer. I had been out of the insurance business, but I was in 
the business from about 1930 to 1940, and I think I was in the business 
again around in the twenties, up to 1925, and there are times when 
the insurance business becomes very hard and sometimes it is not so 
hard. I think I probably was looking for some of the easier things, 
and I got out of it at times and then I went back into it. 

I assume if you have a couple more Democratic victories Moore and 
I had to decide quick to get into this business or probably we would be 
joining a bread line. 

Mr. Brooxs. Not with your oil interests, I wouldn’t think, the price 
is still standing up pretty good. 

Mr. Baumer. Texas oil is the only oil that is good now. I opened 
up the oil well a long time ago that I talked about. 

Mr. Brooks. East Texas? 

Mr. Bavmer. It is in east Texas, and scattered around Texas a bit. 

Mr. Brooxs. Fine. We Democrats in east Texas obviously have 
nothing against you. 

Mr. Batmer. I have nothing but the highest regard for all of the 
Democrats from Texas, Mr. Chairman. 

(There was a discussion off the record. 

Mr. Brooxs. Have you ever talked to George Harris of the Chicago 
Bureau of Time, Inc. ? 

Mr. Barner. I talked to some man, not from Time, no. I talked 
to some representative of the Fortune magazine. I don’t just remem- 
ber his name. I know it wasn’t Zollo. 

Mr. Brooxs. What did you discuss with this representative of Time 
or Fortune that you recall ? 

Mr. Batmer. I don’t remember the exact date, Mr. Chairman. I 
got a call from—I wish I could recall it, but I haven’t been too well, 
I was in a hospital for a long time. I haven’t recovered, and I have 
had a lot of trouble with my chest. 

I know that I met him at a hotel in Chicago. They went over some 
things with me, and I was astounded to see afterwards that article 
that appeared in Fortune magazine, I certainly don’t know how in 
the name of God they put that article in there, but it was in there, 
anyhow. ‘Time may be a fine magazine. I still read it, but I assure 
you I will never read Fortune again. 

Mr. Brooks. Now, to be quite frank with you, I would appreciate 
bes just explaining what the present status is of some suit that I 

ave heard has been filed against you by the United States Federal 
attorney there in Cook County. It has been alleged by several dif- 
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ferent persons, and I thought if you would give us a statement on 
it we could know exactly hat the facts were on that matter. 

Mr. Baumer. If you will bear with me I will be very happy to do 
that. I will tell it as quickly as I can. 

Mr. Brooxs. We would appreciate that. In fairness to yourself, 
I though we ought to get it settled. 

Mr. Batmer. Thank you, Mr. Chairman. 

Mr. Brooks. Because it has not been concluded and people are not 
guilty in this country until they are convicted. When they are in- 
dicted they are not hanged. 

Mr. Batmer. First, there are no indictments in Chicago against me. 
The 35 years I have been around I haven’t been arrested. This matter 
in Chicago was 7 years old. I think I have to kind of pay some of 
you Democrats a compliment. They couldn’t find anything wrong in 
that thing in 7 years. Now, you, Mr. Chairman, will understand what 
I am talking about. I hope some of you other good Members of 
Congress never run into things we run into in Chicago and probably 
our chairman runs into in Texas, and that is factual politics. We cer- 
tainly have it in Chicago. 

I attempted to help two boys, one of them I knew quite well, The 
other I didn’t know so much about but I had an exservice man pressing 
me on some stuff. I had bought an awful lot of stuff from the War 
Assets Corporation. It was all for corporations and not for myself. 
I was getting out of business. This fellow kept worrying me and 
worrying me. I went along with the equipment, I went along with 
oil, and handled a lot of this. The trucks I knew something about. I 
was very anxious to help this one boy in Cincinnati. His father-in- 
law was a very good friend of mine, and we had been closely associated 
in some business of our own, and he mentioned these trucks at Cincin- 
nati. I told him he had better go over and see the White agency man 
and make sure that they were standard trucks because there was so 
much Government equipment that was not standard, and they might 
get hurt on it if they bought it. So he did. 

In the meantime, I went to Chicago and I ran into this other fellow 
who started talking to me about these things. I didn’t know at that 
time these other people had some sort of an investigation on which 
didn’t prove anything, but I gave him this young fellow’s name at 
Cincinnati. Then he came to see me and said “Mr. Balmer, how can 
we legitimately and legally work something out here? I wish you 
would help us.” His father-in-law called me and I said I will be 
glad to help you if I can. I said if you can go in and buy a truck 
we can buy the truck from you at a fair price. 

Under the law, as I understand it, if you get 51 percent and the indi- 
vidual takes 49 percent, I said we can still help. However, I don’t want 
to buy anything in War Assets. Iam getting out. But if you find you 
can get some equipment and get some stuff like that I will te very glad 
tohelp you. So we did help. And I never was in the War Assets Cor- 
poration. I never used the certificate of any kind of description at any 
time. I never took a dollar’s worth of profit out of it, not one dime. 
I gave it all to the kids and told them to keep it. It probably cost me 
— or four thousand dollars, and that is the result of what I got in 

hicago. 

However, out of that same group a department store got 400 trucks 
and advertised them in the newspapers. So that is all there is to it, 
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gentlemen. That is all I know about it. There is a motion to quash 
that, and I personally don’t think it will go to trial. 

Mr. Brooxs. Thank you very much. 

Now, on how many occasions, sir, did you discuss the Nicaro con 
struction project with Mr. Schott of Merritt, Chapman & Scott? 

Mr. Batmer. Only once. I had known Mr. Schott back from the 
days of the Republican Convention. I met him in Chicago with some 
Chicago people, and I ran into him here at the Mayflower Hotel, and 
he was quite excited. He said to me, “Bill, do you know that fellow in 
Chicago?” Isaid, “Yes.” He said, “Well, I don’t know, it looks like 
as if we are getting pushed around here quite a bit,” and he said “I wish 
you would talk to him.” I said, “You can talk to him yourself.” Isaid 
“He won’t push you around.” TI said “This Mansure is not that kind 
of fellow.” He said we are in some trouble here, and we just don’t 
like it. 

That is about all. I conveyed that to Mansure and that was the end 
of it. That was the only time I ever remember talking to him. 

Mr. Brooxs. You conveyed that to Mr. Mansure? 

Mr. Baumer. Yes. 

Mr. Brooks. The fact that Mr. Schott felt he was in trouble on this 
construction contract ? 

Mr. Baumer. That is right. 

Mr. Brooxs. What trouble did he elucidate? Did he explain what 
he meant by trouble? 

Mr. Baumer. No; he meant they had this contract and he thought 
somebody was trying to take it away from them. 

Mr. Brooks. He felt they already had the contract and somebody 
was trying to get a part of it? 

Mr. Baumer. I am not certain whether National Lead at that time 
recommended them, or not. I don’t know. I think they probably did. 
Then he had some qualms as to whether or not somebody was moving 
around here trying to disturb that. 

Mr. Brooks. You had known Mr. Schott earlier ? 

Mr. Baumer. I had known Mr. Schott—I met him at the conven 
tion, but I don’t know him. I don’t know Lou Schott intimately. | 
met him probably 3 or 4 times. 

Mr. Brooks, Had you ever been associated with him in any business 
association ? 

Mr. Barmer. No, I have no associations with Merritt-Chapman & 
Scott, Mr. Chairman. 

Mr. Brooks. The reason I ask is that there had been some allegation 
or identify here that you might have helped them with some of their 
proxy problems in the Montgomery Ward battle. 

Mr. Batmer. No. I only met Mr. Wolfson once. I don’t think he 
would recognize me, and I know darned well I wouldn’t recognize 
him if I met him. He spoke to me about these proxies, and when we 
got back we had a great legislative problem in Chicago, and I had to 
go to Springfield. We had an awful lot of bills back there that were 
very, very important, and I spent my timethere. I didn’t do anything 
for him, although I think that probably I had some good ideas in 
connection with what he was trying to do. But I didn’t give him 


a " ; t 
r. Brooxs. Did you talk with any official of National Lead ? 
Mr. Baumer. No. 
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Mr. Brooxs. Do you know Mr. Bender down there at National 
Lead ? 

Mr. Barmer. No, sir; I do not. 

Mr. Brooks. I have no further questions. I thought the committee 
might. Do you have any, Mr. Hardy ? 

Mr. Harpy. Very few. 

Do I understand, Mr. Balmer, that you are not intimately ac- 
quainted with any official of the Merritt-Chapman & Scott? 

Mr. Batmer. No, except the people that I told you about, Congress- 
man. I met Mr. Wolfson once just for a few minutes. 

Mr. Harpy. I wouldn’t call that intimate. 

Mr. Batmer. Intimate, no. 

Mr. Harpy. Do I further understand you had only the one con- 
versation with Mr. Mansure in connection with the award of the con- 
struction contract ? 

Mr. Baumer. I didn’t talk to him after that. That is the only talk 
I had with him. 

Mr. Harpy. I understood you to testify you had one conversation 
with Mr. Mansure. 

Mr. Batmer. Yes. 

Mr. Harpy. Mr. Chairman, I have just one other little angle that 
I would like to ask Mr. Balmer about. 

Mr. Brooks. Go right on. It is early. 

Mr. Harpy. Mr. Balmer, in other testimony it has been indicated 
that you were a frequent visitor to the White House. How often do 
you go to the White House ¢ 

Mr. Baumer. I will tell you frankly, since Mr. Eisenhower has been 
elected, I haven’t been in the White House. 

Mr. Harpy. Did you get to the White House frequently when Mr. 
Roosevelt and Mr. Truman were in office ? 

Mr. Baumer. I don’t know where that stuff comes from. Yes, I have 
been in the White House. I have talked to Mr. Roosevelt personally. 
1 was a Republican, though. Everybody knew that. 

Mr. Harpy. I would like to have your comment on this. I think 
maybe you would like to comment on this. If your counsel doesn’t 
think it is relevant, it may not have any point in this hearing, and I 
will not insist on it. 

Miss Nadler, who was researcher for Fortune, testified along this 
line. She said: 

And Mr. Mansure, “Mr. Balmer is a very well-known person. He is in 
Washington a great many times.” He said that “Balmer knows a great many 
prominent Democrats, that he had access to the White House when Roosevelt 


was President and when Truman was President, and he said he had easy access 
under Coolidge.” 


I just wonder, Mr. Balmer, that, if accurate, would indicate that 
you were a frequent visitor in the White House to see Mr. Truman, 
Mr. Roosevelt, and Mr. Coolidge. I just thought if you would like to 
comment on that 

Mr. Baumer. I have met Mr. Truman 

Mr. Harpy. It is on page 148. 

Mr. Conen. I was looking at Miss Nadler’s comment. I guess I 
have seen too many movies. 

Mr. Batmer. I guess that is what she saw, and I think—however, 
I have seen those gentlemen, but it was not pertaining to politics, and 
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I think that I have a few friends and I am very happy to say that I 
have some Democratic friends. 

Mr. Harpy. Well, I would say that wouldn’t necessarily be to your 
discredit. 

Mr. Baumer. I will agree with you on that, definitely not. How- 
ever, nobody ever asked me to do anything but vote the Republican 
ticket, and God knows I have done that all of my life. 

Mr. Youncer. That is to your credit. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Brooxs. Mr. Younger, do you have any questions? 

Mr. Younger. No; I think the field has been well covered. 

Mr. Brooxs. Mr. Reuss. 

Mr. Reuss. Just a couple of questions. 

On your business background, Mr. Balmer, I think I heard you say 
that you had been in business for 35 years, or was that just in business 
in Chicago? It seems to me I heard the number 35 years. 

Mr. Baumer. I think Mr. Moore and myself were relating probably 
to politics on that. Now, while I have been in business I have still 
always been in politics, Mr. Congressman. 

Mr. Reuss. How long have you been in business? 

Mr. Baumer. I think I have had to be in business, outside of 4 years, 
I was commissioner of public service—I think I probably was with 
the State administration in charge of the appraisals of the equipment, 
stuff of that kind—maybe 4—I think outside of those 8 years I have 
probably been in business all of the time. 

Mr. Reuss. All of the time goes back quite a ways? 

Mr. Batmer. I would say from the time I was probably 18 years 
old. I had to go to work and I worked probably from the time 
I was 14. 

Mr. Reuss. I am not trying to get at your age. Is it roughly 
true—— 

Mr. Batmer. Oh, I don’t mind telling you. I feel about 95 right 
now. 

Mr. Reuss. I want to know when you started in business. Was it 
1920, 1915, or when ? 

Mr. Batmer. I think that was it. I think I was in the Kentucky 
oilfields right around that time. I opened up the west Kentucky oil- 
fields. I drilled the first oil well there. 

Mr. Reuss. Perhaps I am overcomplicating this. I just want to 
know how long you have been in business in Chicago. 

Mr. Batmer. Well, you would have to take that oilfield matter out 
of it. 

Mr. Reuss. Take all years in public service out of it. 

Mr. Batmer. I would say 15 years. 

Mr. Reuss. Well, you described your background in insurance and 
that is what I am particularly interested in. You said that you were 
in the insurance business during the 1920’s until about 1925. 

Mr. Batmer. That just about covers the period, if you will figure it 
up and see if it isn’t right. 

Mr. Reuss. Then again your principal activity was insurance dur- 
ing the thirties? 

Mr. Batmer. That is right. 

Mr. Revss. And when did you take up insurance again? 
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Mr. Batmer. Well, I think it was around in the thirties. I was 
probably in that until maybe around 1938. 

Mr. Reuss. 1938, and then after that for a time other businesses 
were your primary businesses ? 

Mr. Baumer. That is right, and then Moore and I started to talk. 
There was a big harbor being built in Chicago. We are widening the 
sanitary channel. We are spending billions of dollars. We have to 
be awfully unpopular if we can’t get just a little bit of that to brush 
off on us. 

Mr. Reuss. What I was getting at, Mr. Balmer, is how much up-to- 
date knowledge of the insurance business you have. I believe it is 
considerable, but I wanted to give you a chance to tell us on that. 

Mr. Baumer. I would say definitely on specialized insurance such 
as we are talking about here today, I think I would have to brush up 
a little bit, Congressman, honestly. 

Mr. Reuss. How about general lines, casualty ? 

Mr. Bavmer. I think I would be fair on that. I get along. I get by. 

Mr. Reuss. I can see that. Have you kept up your interest and your 
practice of insurance over the years. I am not talking about these 
specialized things, but generalized insurance. 

Mr. Baumer. I have always been interested in it; yes; because 
I like the insurance business. 

Mr. Reuss. Well, did you leave the insurance business in 1938? 

Mr. Barmer. Yes; I did. 

Mr. Reuss. And when did you return to it? 

Mr. Batmer. Well, I returned to it just this last period of time that 
has been testified to here today. 

Mr. Reuss. You mean in 1954? 

Mr. Baumer. That is right. 

Mr. Reuss. So you didn’t actually practice insurance during the 
period from 1938 or 1940 to 1954, or whenever it was that you started 
In again ¢ 

Mr. Batmer. I don’t think so, Congressman. There might have 
been a year there that I got a little bit interested again, you under- 
stand, but it was only for a very short period of time, I know that. 

Mr. Reuss. When did you first associate yourself in business with 
Mr. Shafer? 

_ Mr. Baumer. Well, we started talking about the formation of this 
insurance agency back in 1953, and we were engaged in a campaign at 
the time, a judicial campaign. We were quite busy with that. 

Mr. Reuss. But it was about 1953 you started talking? 

Mr. Baumer. Yes. 

Mr. Reuss. Here yesterday Mr. Mansure in his testimony paid 
you a fine compliment when he said you, more than any other single 
persis brought about the nomination and election of General Eisen- 

ower to the Presidency in Illinois. Is that a deserved compliment 
or do you want to share that with anybody ? 

Mr. Batmer. I will share that with a lot of people. I just want to 
re is one of the finest men I ever met in my life, one of my finest 

riends. 

Mr. Reuss. Mr. Mansure? 

Mr. Batmer. Yes; and he probably with his enthusiasm gives me 
a little break. ° 
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Mr. Revss. I don’t mean to suggest it wasn’t a deserving tribute. 
You have known Mr. Mansure for how many years? 

Mr. Baier. Thirty years I have known him. 

Mr. Reuss. Has that friendship been personal, social, business, po- 
litical, or all of those ? 

Mr. Baumer. I would say it has always been personal and asso- 
ciated with politics in his civic endeavors and things that he would 
be doing. I have seen Mansure with 15 or 20 committees at one time. 
I never once figured out how he could get time to cover him. 

Mr. Reuss. Is it a family or social friendship in addition to the civic 
connections ? 

Mr. Batmer. Not family. I know his father, but I think Eddie 
and I have been very close friends. 

Mr. Reuss. Over the years you have seen each other a good deal? 

Mr. Baumer. That is right. 

Mr. Reuss. And you have continued to see each other since he has 
moved to Washington, although your being in Chicago and his being 
in Washington means you don’t have the opportunity you did when 
you were both in the same spot? 

Mr. Baumer. I come down to Washington pretty frequently. | 
hope we are near the end of this because I think somebody will think 
I am trying to get sympathy. If you go over to Dr. Manchester—I 
don’t mind mentioning his name, he is a heart specialist—you will 
find 150 or 160 cardiograms. I have implicit confidence in the man 
and is why I come back to see him. 

Mr. Reuss. So you have been in Washington for reasons of health 
in the last several years? 

Mr. Baumer. Yes. 

Mr. Reuss. Did you take any steps to help secure the appointment 
of Mr. Mansure as Director of General Services Administration ? 

Mr. Baumer. I think so; yes. 

Mr. Reuss. What steps? 

Mr. Baumer. As chairman of the executive committee, Mr. Moore 
and myself recommended him. We sent a letter in endorsing him. | 
think that went into the national committee at the time. Mr. Roberts 
was chairman at the time. 

Mr. Revss. In addition to that letter, did you make any other writ 
ten or oral representations to anyone concerning Mr. Mansure’s pos 
sible appointment ? 

Mr. Barner. I think I mentioned briefly to Brownell that he was 
entitled to somebody in Illinois, but I didn’t pick out this job. I just 
mentioned that I thought he was entitled to something. 

Mr. Reuss. This interchange with Attorney General Brownell was 
oral? 

Mr. Baumer. Oral. 

Mr. Reuss. Not a letter? 

Mr. Batmer. No; not a letter. 

Mr. Reuss. Did you ever write or talk to Governor Sherman Adams 
about it ? 

Mr. Batmer. No; 1 don’t think so, but the letter we have sent down 
here might well have cleared through Sherm because I understand 
he was on that committee and it might have possibly gone through 
him. : 
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Mr. Reuss. But it was addressed to the Republican national chair- 
man ¢ 

Mr. Batmer. Yes. 

Mr. Reuss. In this bipartisan theme inadvertently introduced, I 
was interested in what you had to say about the Chicago Sanitary 
District. Was I right in gadarstandiiig your statement that the 
membership of the sanitary commission was two-thirds Democratic 
and one-third Republican, or is it the other way around? 

Mr. Batmer. The other way around, Congressman, two-thirds Re- 
publican and one-third Democratic. 

Mr. Reuss. I just wanted to clear up the arithmetic of this. How 
did I understand you to say the insurance business generated by the 
sanitary commission was divided? Was it two- thirds Republican 
and one-third Democratic ? 

Mr. Batmer. With the exception of those cases where you have 
somebody who was definitely dead set on having somebody else, there 
is no direct pressure put on there, but they all know each other and 
with those exceptions that is the way it is decided. Our patronage 
is divided the same way, Congressman. 

Mr. Reuss. I realize the patron: ge is divided the same way, but I 
was interested in this insurance angle. Do I understand from your 
testimony that if there are in Chicago, as I assume there are, just 
plain ordinary nonpartisan insurance brokers, or perhaps a Prohibi- 
tionist Party insurance broker or any other third party insurance 
broker, he just ¥% t get any of that insurance business ? 

Mr. BALMER. Oh, I wouldn't say he wouldn’t dig up some of it, but 
| will tell you candidly he will have to work hard trying to get it. 

Mr. Brooxs. Mr. Holtzman, do you have any questions, sir? 

Mr. Houraman. I just w anted to add that he would have to dig it. 

Mr. Brooxs. Mr. Balmer, I have one more thing I wanted ‘to ask 
you about and that was these documents that you ‘all so kindly pro- 
vided us last night. We won’t have them all back until tomorrow 
probably from the reporter, and I wondered if it would be all right 
if we got those off to you on Thursday. 

Mr. Baumer. Absolutely, any time. 

Mr. Brooxs. Thank you very much. Mr. Younger had one further 
question. 

Mr. Youneer. ‘The question has been raised here, Mr. Balmer, about 
your recommending Mr. Mansure as though that recommendation 
would result in some emoluments to you or to your group in Cook 
County. I would like to ask you, for instance, in the GSA office up 
there in Cook County, has there been much change in the personnel 
since Mr. Mansure came down here from several years before / 

Mr. Batmer. I would definitely say that there hasn’t been. In fact, 
[ can give you a list if you want me to. I have got it here. I could 
tell you. 

Mr. Youncer. You might as well give it, yes. 

Mr. Batmer. There have been 2 typists, 1 consultant, and I think 
| legal helper, and a boiler helper, and a temporary something, it looks 
like labor. That is all the changes. 

Mr. Youncer. Out of how many employees ¢ 

Mr. Baumer. I would say in the Chicago office—I am estimating 
this now, Congressman, I don’t know, I would say about 800. 





296 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


ante Youncer. About 800. There have been about 5 changes out 
of 800. 

Mr. Batmer. That is right. Of course, these are civil service. 

Mr. Youncer. It doesn’t look like two-thirds and one-third to me. 

Mr. Batmer. I agree with you. But these are civil service. I do 
think that probably the Democrats would agree, I am darned sure the} 
would, and I am not responsible for this patronage thing in Chicago 
or anywhere else, but I do think if we had lists and prepared them 
that I could go to the Congressmen and these others that were in there 
and say, “Here is a group of men that you have on the roll. How 
many of these men, if they are temporaries, are you actually interested 
in,” and we could work out an arrangement here that wouldn’t hurt 
anybody and it would be friendly with everybody and we could get a 
littlesomething. Weare not getting very much. 

Mr. Hotrzman. Mr. Chairman. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Hoxrrzman. I take it, sir, that you knew Mr. Mansure very 
well; isn’t that so? 

Mr. Baumer. Yes, sir. 

Mr. Hourzman. You have told us you met with him socially at 
50 or 60 political affairs or committees. Asa matter of fact, you said 
you didn’t know how he got the time to attend so many; is that right? 

Mr. Batmer. Yes, sir. 

Mr. Horrzman. You managed to find the time because you met him 
at these committees. 

Mr. Baumer. Oh, no; I didn’t meet him at all of the affairs. 

Mr. Hotrzman. Isee. In other words, you knew that he was taking 
care of these things? 

Mr. Baumer. That is correct. 

Mr. Hotrzman. And you had occasion to visit each other’s home 
from time to time? 

Mr. Batmer. No, not definitely. I would say just rarely. 

Mr. Hortrzman. About how many times would you say you had 
occasion to visit Mr. Mansure’s home and he yours ? 

Mr. Batmer. Let me say the year before he came down here, would 
that be a good year ? 

Mr. Houtrzman. Yes. 

Mr. Batoer. I was at his home twice that year. 

Mr. Hotrzman. And you would sit around and talk just like men 
do. Did you ever talk about your interest with Mr. Mansure, your 
financial interest? Did you have occasion, before Mr. Mansure be- 
came head of GSA, to discuss what you were doing, pans oil business, 
your insurance business, things of that kind with him 

Mr. Bautaer. I think there are a lot of conversations at those affairs, 
Congressman, and God knows what you are talking about. Sometimes 
we are talking about things we don’t know anything about. I have 
talked about astronomy. It is a good thing there wasn’t some as- 
tronomer around. 

Mr. Hortzman. Let me try again: Did you ever do anything in the 
insurance business with Mr, Mansivet 

Mr. Baumer. No. 

Mr. Houtrzman. You never did anything with them? 

Mr. Baumer. No. 
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Mr. Horrzman. Of course, he knew you were in the insurance 
business ? 

Mr. Batmer. Yes. 

Mr. Hotrzman. No further questions. 

Mr. Harpy. Mr. Chairman. 

Mr. Brooxs. Mr. Hardy. 

Mr. Harpy. I hadn’t intended to—— 

Mr. Batmer. Just a moment, could I answer that ? 

Mr. Hourzman. I would be delighted. If counsel wants to testify 
let the record now indicate that counsel is now becoming the witness. 

Mr. Baumer. I think that I know what you are referring to. It is 
something about Mansure saying how I have been in the insurance 
business. Certainly he would know; I haven’t asked Mr. Mansure for 
any insurance, and, gentlemen, I would like to go on record now 
realizing that I am testifying under oath, I have no interest of any 
kind or description in GSA that in any way benefits me. That is 
voluntary and under oath, outside of this insurance here. 

Mr. Houtrzman. Mr. Chairman, may we have that last answer read 
back, please ? 

Mr. Brooxs. Why, of course. 

(The answer was read.) 

Mr. Baumer. I think I know the question that the Congressman is 
going to ask, and it is perfectly reasonable. I heard that question 
asked in here yesterday. Mr. Mansure said he didn’t know I was in 
the insurance business. That is correct. I haven’t been in the insur- 
ance business. I testified to the Congressman when I got out of it. 
He didn’t know I was in the insurance business recently. 

Mr. Brooxs. Mr. Hardy. 

Mr. Harpy. I hadn’t intended to come back into this picture, Mr. 
Chairman. 

Mr. Brooks. Go right ahead. 

Mr. Harpy. But I was a little bit concerned about the discussions 
= respect to the employees of Genegal Services Administration in 

thicago. 

Now, I know counsel passed a list over to Mr. Balmer, and Mr. 
Balmer apparently couldn’t read counsel’s writing, but anyway I 
wanted to be sure that Mr. Balmer was not intending to leave the con- 
notation that he thought that all of the employees in the field offices of 
General Services Administration should be subject to patronage. 

Mr. Baumer. Oh, no, certainly not. 

Mr. Harpy. Now, we had been discussing —— 

Mr. Batmer. I have no such idea as that at all. In fact, I clarified 
myself by saying those temporary jobs, Congressman. ‘There are 
career men through the Government here. There are a lot of fine 
Democrats in office. I don’t think those men should be disturbed, and I 
don’t think there is any disposition—I do say as far as the Republicans 
are concerned there are very few changes that have been made. Weare 
not complaining about that. I don’t want any of my fellows working 
in my group for the Federal Government. 

Mr. Hier. Well, Mr. Balmer, you didn’t carry the connotation that 
those 850 people that were employed there that were inherited by the 
Republican administration were employed on a patronage basis? 
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Mr. Batmer. Oh, no, I didn’t mean to do that, Congressman. If I 
did, I apologize. Some of those men have been there probably for 30 
years. They are there from a previous Republican administration. 
perhaps. I don’t know. 

Mr. Harpy. Well, General Services Administration was not estab- 
lished then . 

Mr. Baumer. It wasn’t established during that time, but those 
men came from other agencies. They were civil service. 

Mr. Harpy. The point is, I didn’t want us to leave any insinuation 
here that employees in the General Services offices in Chicago are 
selected on a partisan basis. 

Mr. Baumer. No, sir; it is not. 

Mr. Harpy. I would hope it was on the basis of their qualifications 
under the civil-service law. 

Mr. Batmer. Yes, Congressman. 

Mr. Harpy. Insofar as top policy jobs are concerned, they fall in a 
category where they are determined to be political appointments. Cer- 
tainly none of us on this side of the table is going to be in argument on 
that. I am concerned about the regular line civil-service employees, 
and [ hope you people in Chicago haven’t got your politics down to 
that point. 

Mr. Baumer. I will give you my word of honor we haven’t and I will 
tell you why: Most of these appointments come under the Hatch Act, 
as you know. 

Mr. Harpy. I have been told that is the case. 

Mr. Bauaer. Lf we have a fellow and he is any good, and he is a 
good worker you put him in here and take him and use him. 

Mr. Harpy. I think we have cleared up that point. 

Now, just one other point while I have the witness, Mr. Chairman. 
A while ago you testified that you had spoken to Mr. Mansure once 
in that interest of Merritt-Chapman & Scott at the request, I believe, 
of Mr. Schott. Did you talk to anyone else? Did you talk specifically 
to Mr. Leonard Hall in the interest of Merritt-Chapman & Scott's 
contract ¢ 

Mr. Baumer. I talked to nobody. 

Mr. Harpy. Or to Mr. Brownell ! 

Mr. Baumer. I did not. 

Mr. Harpy. That is all. 

Mr. Baumer. Thank you. Thank you, gentlemen. 

Mr. Brooxs. Mr. Balmer, I want to tell you that we appreciate 
very much your coming down. I hope that you feel better. 

Mr. Baumer. I appreciate your courtesy, gentlemen. 

Mr. Brooxs. Gentlemen, at this point we are going to go into an 
executive session for 2 minutes. We are going to recess the public 
hearings until 1:30 tomorrow afternoon in room 1501, which is the 
Government Operations Committee room. It is a rather small room, 
and, if possible, we are going to try to get the Judiciary room 445, but 
let us all meet at 1501 and we will have knowledge then whether we 
can use the better facilities of the Judiciary Committee. 

We are going to have an executive session, so will you clear the hall 
as shortly as possible. 

(Whereupon, at 5:35 p. m., the subcommittee adjourned until Wed- 
nesday, January 18, 1956, at 1:30 p. m.) 
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INQUIRY INTO THE EXPANSION AND OPERATION BY 
GENERAL SERVICES ADMINISTRATION OF THE GOV- 
ERNMENT NICKEL PLANT AT NICARO, CUBA 


WEDNESDAY, JANUARY 18, 1956 


Hovse or REPRESENTATIVES, 
SPECIAL GOVERNMENT Activities SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 1:30 p. m., in 
room 346, House Office Building, Hon. Jack Brooks, (chairman of the 
subcommittee) presiding. 
Present: Representatives Brooks, Moss, Riehlman, and Younger. 
Also present: Vernon McDaniel, staff director; and William E. 
‘Townsley, subcommittee counsel. 
Mr. Brooks. Gentlemen, the subcommittee will come to order. 
I would like to first ask that the following documents be printed into 


the record. They are memos that came to us from Balmer & Moore, 
and we want them returned personally to us so we can return them to 


Balmer & Moore. 
(The documents above referred to are as follows: ) 


te: Snare-Merritt. 

The method by which we propose to proceed is to have La Alianza Compania 
of Cuba bid on all of these proposals. Their bid is on our behalf, and we have 
an agreement with them whereby they will pay brokerage and contingents to 
us if they are the successful bidder, providing that Snare-Merritt does not name 
a broker of record other than ourselves. 

The correspondent for La Alianza Cia. in the United States is Godoy Sayan 
of 60 Wall Street, New York City, who also act for us in New York, and under- 
stand our arrangement with the Cuban company. This correspondent is ar- 
ranging the necessary reinsurance with United States companies as required by 
the Snare-Merritt proposals. 

Reinsurance will be with American Surety Co. so far as the fidelity bond is 
concerned, but because of technical problems the reinsurance which American 
Surety is not qualified to handle will be handled by the North American Insur- 
ance Co., of Philadelphia, Pa. 

Any further information which may be required can be obtained by calling 
the undersigned at Franklin 24871 in Chicago, Ill. 


UtTRaAMAR INTER-AMERICA CoRP., 

New York, N. Y., December 29, 1954. 
Re Snare-Merritt joint operation, expansion project nickel plant, Nicaro, Cuba 
Mr. Erwin SHAFER, 

Balmer & Moore Insurance Agency, 
Chicago, 2, Tl. 
. . 
Dear Mr. SHAFER: Supplementing our letter of December 27, replying to yours 

of December 23, and with appreciation for your telephone call further describing 
your interest in the various kinds of insurance to be placed, we assure you of 
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our desire to provide every service and attention you need for the satisfactory 
handling of this insurance on behalf of everyone concerned. 

We have airmailed advices to our head office in Habana, recommending the 
procedure you suggested, whereby in any future bids requested by Snare-Merritt 
of Habana or Snare-Merritt of New York as to this project, be made in the names 
of our companies, but on behalf of your firm of brokers. While usually we would 
expect a broker-of-record’s letter of authorization from the assureds, the writer 
recognizes this proposition to be different and that the verbal commitment you 
have obtained may be sufficient. I expect that our Habana office will conform 
with this view. 

It is our custom to fully protect the interest of approved brokers on risks in 
Cuba whereon we serve as the underwriters for the insurance companies owned, 
managed, or represented by us there, and the brokerage commission for the 
respective classes of insurances placed with us will be credited to your firm if 
you are the approved brokers. 

Complete facilities of our office in Habana and here in New York will be at 
your disposal for servicing the account to your full satisfaction and that of your 
clients. This will include all the advices and services that are needed at the 
job site at Nicaro, and in instances, whatever the contact be on this project and 
its insurances. We will perform as underwriters, acting on your behalf if you 
are the approved brokers. 

We reminded you in our telephone conversation that previous bids were asked 
for on the workmen’s compensation and comprehensive liability. You informed 
us there would be a possibility of a fidelity bond. We also wondered if there 
would be a need for marine insurances on equipment and materials to be shipped 
to Cuba. 

Another consideration we had was that the assured might desire fire and 
allied line coverage for the builder’s risk during the period of construction of 
this addition to the original plant. 

We believe that in the past, the insurance was carried, although in recent 
years we understand that on the section of the completed plant no fire and allied 
line risk insurance was carried by the General Services Administration. 

We will await further advices from our head office as to the brokerage and 
commissions on the various kinds of insurances to be placed and will inform you 
when this news is received. 

Meanwhile, we would appreciate your keeping us posted on any developments 
from your end and we will do the same on news we get from Habana. 

We anticipate your coming visit to New York and shall be pleased to see you 
and discuss this subject thoroughly. 

Thanking you, we remain. 

Yours truly, 
MICHAEL J. McBRIDE, 
Vice President. 





Gopoy-SAyAN Corp., 
New York 5, N. Y., January 20, 1955. 
Re Snare-Merritt insurances, expansion project, nickel plant, Nicago, Cuba. 
BALMER & Moore, 
Chicago 2, Ill. 
(Attention of Mr. BE. Shafer.) 

Dear Mr. SHAFER: In connection with our discussion of insurances concerning 
the above-mentioned Nicaro, Cuba, nickel plant expansion project, this will con- 
firm our understanding that we will operate in the capacity of underwriters and 
brokers together. 

We will submit a bid in accordance with the proposals concerned and will if 
the successful bidder, consider you to be the broker of record, except in the event 
that Snare-Merritt should notify us that some other broker has been designated 
by them to be broker of record. 

We anticipate payment to you of acquisition costs agreed upon subject, how- 
ever, to further discussion between us as to the possibility of a modification of 
such payment in the event that competitive bidding or extraordinary expenses 
in the completion of a contract involving activities outside the continental limits 
should require modifications of the usual commission involved. Such modifica- 
tions will of course be of our mutual understanding and consent. 

Yours truly, 
MICHAEL J. McBRIDE, 
Vice President. 
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sfactory JANUARY 26, 1955. 

ii Re Snare-Merritt insurance expansion project, nickel plant, Nicaro, Cuba. 

Be Mr, MicHAkEt J. McBring, 

idlinen Godoy-Sayan Corp., 

- New York, N. Y. 

re would " 

e writer Dear Mr. McBrive: Thank you for your letter of January 20, 1955, concerning 

ent you our understanding as to the Snare-Merritt project. We accept this proposal with 

conform the understanding that Godoy-Sayan Corp. will submit bids on all of the insur- 
ance which Snare-Merritt a joint venture, or Frederick Snare Co., or Merritt 

risks in Chapman & Scott Co. if they participate in this project in their individual corpo- 

} owned, rate capacities, may require. 

for the In the event that Godoy-Sayan Corp. is the successful bidder we will be con- 

' firm if sidered by Godoy-Sayan Corp. to be the broker of record, except in the event of 
their receiving notification from Snare-Merritt a joint venture that another 

Il be at broker of record has been appointed. 

of your This understanding is also subject to our reaching an agreement as to brokerage 

| at the commissions and contingents to be paid by Godoy-Sayan Corp. to Balmer & Moore, 

lect and or their nominee, the said agreement to be in the form of an additional letter 

f if you stating the terms of agreement to be attached hereto and made a part hereof, 


of all of the letters constituting the agreement beween Godoy-Sayan Corp. and 


e asked Balmer & Moore. 
iformed ' Very truly yours, 


if there BaLMER & Moore, 

shipped ERWIN SHAFER. 

= and Govoy-SaYAn Corp., 

tion of New York N. Y., January 20, 1955. 
Mr. Erwin SHAFER, 

5 allied Balmer & Moore, Chicago, IU. 

: Dear Mr. SHAFER: Concerning our recent discussion of the insurance activity 

ge and which is taking place in Cuba, and in which you anticipate participating as a 

rm you broker, we are very interested in making you acquainted with our facilities both 


here in New York and in Cuba, by which we can service you. 

To this end we would like to extend to you our invitation to visit our Cuban 
offices as our guest, so that you may become acquainted with our officers and 
facilities there. 

Will you advise us whether you are free to make such a trip in the very near 
future, and if so, we will be happy to undertake to arrange the necessary trans- 
portation and accommodations for your trip. 

With kindest personal regards, I remain, 

Yours truly, 


pments 


ee you 


MICHAEL J. McBripe, 
Vice President. 


JANUARY 26, 1955. 
Mr. MicHagL J. McBripe, 
Godoy-Sayan Corp., 
New York, N. Y. 
Dear Mr. McBrive: Thank you for your letter of January 20, 1955, and your 


ahd invitation to become acquainted with your officers and facilities in Cuba. 
-- and I should very much like to avail myself of the invitation you so generously 
offer, and will be free to leave the week of January 30, 1955. 
ae Very truly yours, 

Saat ERWIN SHAFER. 

‘nated - 
JANUARY 28, 1955. 

_ how- Mr. W. BE. Tay or, 

ion of Frederick Snare Corp., 

yeDSes New York, N. Y. 

limits Deak Mr. Tayxtor: Thank you for sending me the Snare-Merritt organizational 


lifica- chart of New York and job-site offices. 


Very truly yours, 
Erwin M. SHAFER. 
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FREDERICK SNARE Corp., 
New York, N. Y., January 21, 1955. 
BALMER & MoorE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr..Erwin M. Shafer.) 


GENTLEMEN: In accordance with Mr. Shafer’s request there is encloséd-Snare 
Merritt organizational chart of New York office and job-site office. On the 


latter chart we have added in the upper right-hand corner the Snare-Merritt 
employees in Habana. 
Very truly yours, 


W. EB. Tayror. 


JANUARY 28, 1955. 
Mr. MicHaer J. McBripe, 


Godoy-Sayan Corp., New York, N. Y. 


Dear MIKE: Enclosed herewith are the stub of my airplane ticket, a bill from 
the Plaza Hotel, and an envelope from American Airlines which will entitle you 
to a refund on my fiight ticket since I happened to make a flight to New York 
on an air coach which is less expensive than the regular flight. You are not 
saving much, however, since I fortified myself with a good dinner as nothing 
was served on the plane. My reasonably itemized statement is enclosed and I 
will appreciate your sending your check made out to Balmer & Moore. 

Best regards. 


Very truly yours, 
ERWIN SHAFER. 
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La ALIANZA, Cra. NACIONAL DE Seauros, 8. A., 
January 30, 1955 
Re bid, primary commercial blanket bond. 


SNARE-MERRITT, 
New York, N. Y. 


(Attention: Mr. W. E. Taylor.) 


GENTLEMEN: In accordance with letter from Snare-Merritt, Habana, dated 
January 20, we are sending you this letter in quadruplicate making our offer to 
cover the above form of insurance. : 

We have examined your organization charts listing the classification of em 
ployees to be covered by this insurance and determined, after consultation with 
Mr. W. R. Pole, that in accordance with the underwriting rules for this type 0! 
coverage, your personnel is classified as follows: 60 class A employees, 39 class 
B employees. 

The annual premium will be as follows: For $100,000, $1,503.82; for $250,000, 
$2,348.19 ; for $500,000, $3,755.62. 

Inasmuch as Snare-Merritt is a Cuban concern, La Alianza, Cia. Nacional de 
Seguros, S. A., is prepared to underwrite this primary commercial blanket bond 
covering the employees of the Cuba office and the New York branch office 0! 
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Snare-Merritt on this project. Our reinsurers, the Insurance Company of North 
America, are prepared to follow us in the coverage of the employees of the Cuban 
and New York office. 

We enclose herewith letter dated January 27, which confirms the basis of 
placement herein indicated and at the same time establishes the reinsurance 
agreement by which the Insurance Company of North America undertakes to 
reinsure on a quota share basis of 50 percent of the liability of our company ; 
and in addition accepts to protect us by excess of loss reinsurance to limit our 
loss under such bond to $10,000 each loss. Their limit of liability shall be 
$490,000. 

We confirm that the policy will be written following the standard form in use 
in the State of New York by all companies writing this type of insurance and 
will be modified taking care of the changes and modifications requested in your 
said letter of January 20. A specimen is enclosed herewith. 

Trusting that we have fully complied with your requirements and that you will 
find our proposals worthy of a firm order, we remain, 

Yours very truly, 
Ronerto HERNANDEZ CorvuJso, Manager. 


P. S.—We are also prepared to underwrite this bond for a 3-year term, 
premiums as follows: $100,000 limit, premium $3,759.55 ; $250,000 limit, premium 
$5,870.48 ; $500,000 limit, premium $9,389.05; subject to pro rata adjustment and 
cancellation. 


THE INSURANCE COMPANY oF NogTH AMERICA, 
January 27, 1955. 
Re Expansion Project, Cuban Nickel Co. Plant. 
LA ALIANZA, CIA NACIONAL DE SEGUKOS, 
Edificio La Metropolitana, Habana, Cuba. 

GENTLEMEN : In connection with your proposal for insurance coverage on the 
expansion project of the Cuban Nickel Co. plant, we hereby confirm our agree- 
ment to: 

(a) Reinsure such primary commercial blanket bond as you may issue of this 
project. This reinsurance to be on a 50-percent quota-share basis. 

(b) In addition to said quota-share reinsurance, protect you by excess of loss 
reinsurance to limit your loss under such bond to $10,000 each loss. Our limit 
of liability shall be $490,000. 

You are authorized to use this letter in the presentation of your proposal for 
this project. 

Yours very truly, 
G. U. GuERRINI, 
Deputy Underwriter, Foreign Department. 


JANUARY 30, 1955. 
Re Proposal for Cash in Transit Insurance 
SNARE-MERRITT, 
New York 6,N.Y., U.S. A. 
(Attention Mr. W. EB. Taylor.) 

GENTLEMEN: In accordance with letter dated January 20 from Snare-Merritt. 
Havana, we are pleased to quote as follows: 

With a limit of $50,000 per claim: 0.010 percent on the movements of in- 
terest insured. 

With a limit of $100,000 per claim: 0.125 percent on the movements of 
interest, insured. 

With a limit of $150,000 per claim: 0.015 percent on the movements of 
interest, insured. 

In respect of the terms and conditions we accept all those contained in ur 
Said letter of January 20 and we send you a specimen of our policy condit 1s, 
which we understand are in conformity with all your requirements of cover. 

As evidence of reinsurance we enclose herewith letter from the Insura: e 
es of North America, by which this will be established on the followi. : 

asis: 
(a) Reinsure such cash-in-transit pelicies as we may issue for this project. 
This reinsurance to be on a 50-percent quota-share basis. 
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(b) In addition to said quota-share reinsurance, protects us by excess-of- 
loss reinsurance to limit our loss under such policies to $10,000 each loss, 
Their limit of liability shall be $140,000 each loss. 

Trusting you will find this proposal worthy of giving us a firm order, and 
wishing further opportunities of serving you, we remain, 

Yours very truly, 

La ALIANZA, CIA. NACIONAL DE Securos, S. A. 
Roserto HERNANDEZ CoruJO, Manager. 


THE INSURANCE COMPANY OF NoRTH AMERICA, 


January 27, 1955. 
Re Expansion project, Cuban Nickel Co. plant 


LA ALIANZA, CIA. NACIONAL DE SEGUROS, 
Edificio La Metropolitana, Habana, Cuba. 


GENTLEMEN: In connection with your proposal for insurance coverage on the 
expansion project of the Cuban Nickel Co. plant, we hereby confirm our agree- 
ment to: 

(a) Reinsure such cash-in-transit policies as you may issue for this proj- 
ect. This reinsurance to be on a 50-percent quota-share basis. 

(b) In addition to said quota-share reinsurance, protect you by excess-of- 
loss reinsurance to limit your loss under such policies to $10,000 each loss. 
Our limit of liability shall be $140,000 each loss. 

You are authorized to use this letter in the presentation of your proposal for 
this project. 

Yours very truly, 

G. U. GuUERRINT, 
Deputy Underwriter, Foreign Department. 


ULTRAMAR INTER-AMERICA CORP., 
New York, February 1, 1955. 
No. 55-586. 


Mr. ERWIN SHAFER, 
Balmer & Moore Insurance Agency, 
Chicago 2, Ill. 

DeaR Mr. SHAFER: In accordance with your letter of January 28 addressed to 
Mr. McBride, we are enclosing herewith our check 1811 in the amount of $149, 
payable to Balmer & Moore, in payment of expenses included in the statement 
which was attached to your letter. 

In connection with the refund, we are taking this matter up with the American 
Airlines, Inc. 

Very truly yours, 
RAMIRO GIRAL, Controller. 


Gopoy-SAYAN, 
OFICINA ASEGURADORA DE Cusa, 8. A., 
Habana, Cuba, February 8, 1955. 


Re Snare-Merrittt insurance, expansion project, nickel plant, Nicaro, Cuba. 


Messrs. BALMER & Moore, 
Chicago 2, Ill. 


(Attention Mr. E. Shafer.) 


Dear Mr. SHAFER: In compliance with your letter of January 26, 1955, where 
in paragraph three we have agreed that there shall be attached to said letter 
of January 26, 1955 an additional letter stating the terms of agreement, this 
letter constitutes said terms of agreement and is hereby attached to letter of 
January 26, 1955. 

With reference to commercial blanket bond, cash-in-transit and comprehensive 
liability insurances, we will pay a commission of 20 percent on the premiums 
developed by such coverages. 

With reference to the compensation insurance, we will pay a commission of 
10 percent on the gross earned premiums after deduction of the percentage 
paid by way of compensation for the utilization of the medical facilities at 
the plant site, as required by our bid. 
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In addition, we will pay a profit commission of 10 percent on the gross 
profits after deduction of the following fixed percentage charges: 

(1) Taxes: 7 percent. 

(2) Excess reinsurance: 1 percent. 

(3) Management expenses: 10 percent. 

(4) Reimbursement for hospital facilities: 45 percent. 

(5) Brokerage (as defined in the preceding paragraph): 10 percent. 

(6) After the above deductions and after further deduction for claims 
and compensation paid or reserved, of the net remaining, we will pay to 
Balmer & Moore a sum equal to 10 percent. 

The commissions become payable as the premiums are payable and paid by 
the assured. The profit commission will be computed within reasonable time 
after termination of the compensation cover, to which it applies, by the respec- 
tive parties. 

In the event that it would become necessary for you, as brokers, to travel 
into Cuba in connection with matters relating to service or supervision under 
this insurance, at the request of General Services Administration or National 
Lead Co. or its subsidiaries or Snare-Merritt, a joint venture, we will pay the 
expenses of such travel to the amount of, but not to exceed, $2,000. 

Yours very truly, 
ENRIQUE Gopoy, President. 

Accepted in conformity : 

BALMER & Moore, 
By (Signed) Erwin SHAFER. 


FEBRUARY 7, 1955. 
Mr. Ramiro GIRAL, 
Controller, Ultramar Inter-America Corp., 
New York, N. Y. 


Dear Sir: This will acknowledge receipt of your letter of February 1, 1955 
and enclosed check for which we thank you. 
Very truly yours, 
ERWIN SHAFER. 


FEBRUARY 10, 1955. 
Senor Raut Gopoy-SaYAn, 
Godoy-Sayan Oficina Aseguradora de Cuba, 8S. A., 
Habana, Cuba 


Dear RAUL: Certainly you are the prince of hosts, and no one could have done 
more to show me Cuba and the Cubans at their best. I shall never forget the 
pleasure you gave me by introducing me to your family and friends. 

Please tell Mildred that I have asked my wife to investigate concerning the 
possibilities of obtaining books suitable for piano instructions for children, and 
when we have discovered what is best in the field, I will send the books to her. 

To your wife and you, and to the delightful people whom I met through you, 
my most cordial regards. 

Sincerely, 
ERWIN SHAFER. 


FEBRUARY 10, 1955. 
Senor Rosperto HERNANDEZ CARUJO, 
Secretary, Godoy-Sayan, 8. A., 
Habana, Cuba. 


Dear Rosperto: I cannot thank you enough for the cordial hospitality and 
consideration you extended to me on my visit to Cuba. I hope that some day 
I shall have the privilege of returning your kindness. My return trip was most 
pleasant, and my stop in Washington assured me that all is going well. 

I have talked with Mike McBride and told him as I now tell you, that every- 
thing continues in a most satisfactory state. I would appreciate your conveying 
this to Armando, and also please thank him for me for his consideration and 
cooperation. He will be pleased to know that the memorandum which we 
peepee was received most eagerly, and is considered to be of great value to 

S here. 

My kindest regards to you, your wife and family. 

Sincerely yours, 
ERWIN SHAFER. 
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MEMORANDUM 


Re Visit to Habana with reference to insurance for Nicaro, Cuba, expansion 
project. 

My visit to Habana has indicated to me that La Alianza, Compania Nacional de 
Seguros, 8. A., is well qualified for the handling of the proposed insurance in 
all its aspects. This company was founded in 1919 and has enjoyed steady 
erowth. it has an excellent reputation and full facilities for service of this 
type of coverage. 

This company is 100 percent Cuban-owned and operated and is highly re- 
garded by and well acquainted with the Government of Cuba. Concerning the 
chief competitors for this business, I have learned the following: 

(a) El Globo has been in business since 1945 and, therefore, has experience 
of substantially less than 15 years as requested in the proposal. Further 
El Globo reinsures via Liverpool and London through their American-owned 
companies the Royal Indemnity or Globe Indemnity. These companies, although 
qualified to do business in the United States and established as American com 
panies, are actually British-owned. 

(b) Commercial Insurance Co., of Newark, N. J. This company has been in 
business here since 1949 and, therefore, is also without the requested 15 years 
experience. This is a United States company qualified to do business in Cuba; 
it belongs to the Loyalty group, of which Firemen’s Insurance Co., of Newark, 
is also a member. It has no Cuban interests or owners. It is represented in 
Cuba by the American International Underwriters. The facilities of this com- 
pany in Cuba are not to be compared with those of La Alianza, Compania 
Nacional de Seguros, 8. A. For instance, they have no safety engineer or medica! 
director in Cuba, whereas La Alianza, Compania Nacional de Seguros, 8. A., 
has 5 doctors on its permanent medical staff and 1 safety engineer. 

(c) Compania Cubana de Fianzas. This company is a Cuban company which 
is actually owned by the Phoenix of London. This company has in the past 
enjoyed the confidence of Frederick Snare Corp. and, therefore, has been favored 
with business of the Nicaro project. In my opinion, their rates have been 
higher than they were required to be—not in the interests of the United States 
Government. 

I have learned that this company recently lost a major sugar account, the 
American Sugar Refining Co., because, after many years of reliance on this 
firm to establish equitable rates, they discovered that these rates were excessive. 

It should also be noted that any profits accruing to the insurance company 
from this transaction would, if awarded to Compania Cubana de Fianzas, result 
in benefit to Britain rather than to Cuba. 

I respectfully submit that aside from my belief that the award of this insur 
ance to La Alianza, Compania Nacional de Seguros, S. A., would be advantageous 
en the merits, full consideration should be given to the benefit to Cuban economy 
and psychology if this award is made to a Cuban company, Cuban-owned and 
with the benefits running to Cuban economy. 

In this connection should also be noted that of the bidding companies, only 
La Alianza, Compania Nacional de Seguros, 8S. A., and the Commercial Insur- 
ance of Newark, N. J., are reinsuring in American-owned companies, whereas 
other competitors are reinsuring in American companies that are British-owned, 
and this includes the Compania Cubana de Fianzas, which reinsures with 
Phoenix Indemnity, an American company, which is British-owned. La Alianza, 
Compania Nacional de Seguros, 8. A., will reinsure with the Insurance Company 
of North America, which is a major American-owned company. 

I believe it to be of special interest that in the course of a confidential con- 
versation with [a line and a half was cut out at this point] he stated to me 
that he felt that on the basis of merit alone, this contract should be awarded 
to La Alianza, Compania Nacional de Seguros, S. A., because of their superior 
facility and establishment, as well as knowledge of the Cuban situation. In 
addition, he also stated that he felt that the award to La Alianza, Compania 
Nacional de Seguros, 8S. A., would be more favorably received locally than any 
other award which could be made. He has given me permission to make this 
statement on his behalf and has authorized me to invite you to call him by 
phone for a confirmation of this statement if it is required. 

I have attached for your convenience a copy of the bids and proposals made 
by La Alianza, Compania Nacional de Seguros, S. A., in response to the proposal 
of GSA. 
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ULTRAMAR INTER-AMERICA CorP., 


New York, N. Y., February 24, 1955. 
Mr. ERWIN SHAFFER, 
Balmer & Moore, Chicago, Ill. 


DeaR MIKE: To keep you posted, I send you herewith a copy of the letter 
regarding the workmen’s compensation insurance on the Snare-Merritt job in 
Cuba, which was delivered today by Mr. Roberto Hernandez Corujo of our Havana 
office of the Snare-Merritt people at 74 Trinity Place, New York. 

Roberto explained all the happenings that occurred up to the time he left 
this afternoon for his return to Havana. 

Regarding any further developments, you know that I am at your disposal 
to attend any inquiries or service required here. 

Best wishes and good luck. 

Yours sincerely, 
MICHAEL J. McBrinr, Vice President. 


[In handwritting:] P. 8S. Mike: This should have been written on Godoy-Sayan 
stationery, but I hope it will do. 
MIKE. 


LA ALIANZA COMPANIA NACIONAL DE Seauros, S. A., 
Havana, February 238, 1955. 
Re proposals for workmen’s compensation for the joint operation of and expansion 
of plant known as the Cuban Nickel Co., plant DOD No. 441, located at Nicaro, 
Lengua de Pajaro, Province of Oriente, Cuba. 
“SN ARE-MERRITT, 
Frederick Snare Corp. and Merritt-Chapman € Scott of Cuba, Inc., 
New York, N. Y. 

GENTEEMEN: We have considered your verbal request of this date that the 
experience credit rating of the Frederick Snare Corporation of Cuba, as estab- 
lished by the Tariff Commission of the Ministry of Labor of Cuba, be applied to 
the above project. We hereby give you specific assurance that the experience 
credit already approved for Frederick Snare Corporation in Cuba will apply to 
this project, and further we wish to assure you that any such experience rate 
credit is not only available but compulsory to all licensed underwriters; any 
thing different would be considered illegal. 

We believe you will recognize the advantages in premium cost which may 
accrue to you under this insurance as a result of the favorable manner in which 
the payroll classification will be allocated in accordance with our proposal plus 
the benefits of the Frederick Snare Corp. experience credit. 

We assure you of the application of both these factors in our proposal and 
performance. 

You will understand that the credit granted in our proposal for medical and 
hospital facilities continues in the same percentage on the net earned premiums 
resulting. 

This condition can be considered as an addendum to our proposal, in accord- 
ance with your express request of this date, and in no other manner alters its 
terms, 

Yours truly, 
ROBERTO HERNANDEZ Corvuso, Manager. 


Marcu 17, 1955. 
Mr. JOSEPH BONNER, 
Assistant to President, 
Nickel Processing Corp., New York, N. Y. 

Dear Mr. Bonner: It has come to our attention that the blanket position 
bond and the workmen’s compensation and public liability insurance of the 
operating plant at Nicaro, Cuba, is due for renewal on April 15, 1955. 

We would very much appreciate an opportunity to participate in this business 
and request that we be permitted to send you a quotation. Will you make avail- 
able to us or our New York representatives an opportunity to discuss the matter 
in detail so that we may be supplied with the necessary data for making a 
quotation, 

Very truly yours, 
ERWIN SHAFER. 
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NICKEL PROCESSING CORPORATION OF NEW YorK, 
New York, N. Y., March 28, 1955. 
WILLIAM BALMER & Epwarp F. Moore INSURANCE AGENCY, 
Chicago, Ill. 

GENTLEMEN : In reply to your letter of March 17, we wish to advise that the 
workmen’s compensation and public liability insurance of our Nicaro facility 
is not due for renewal on April 15, 1955, and coverage under the blanket-posi- 
tion bond which expires in April has already been processed. 

We regret that we cannot use your services at this time, but appreciate your 
interest in this matter. 

Very truly yours, 
J. P. BONNER, 
Assistant to the president. 


LA ALIANZA COMPANIA NACIONAL De Securos, §. A., 
La Habana, March 25, 1955. 
Mr. ERWIN MIKE SHAFER, 
Care of Balmer & Moore, 
Chicago Ill. 
DEAR MIKE: For your records and proper use, I am sending you herewith en- 


closed, copy of the letter and documents we sent today to Snare-Merritt, that are 
self-explanatories. 


[Letter torn] and perhaps to be used among your 
argument in order to accelerate the 
ssiness to “La Alianza,” I am passing on to 
g facts: 


It is our understanding that we have fully complied with all the require- 
ments contained in the invitation for proposals for this insurance. Mr. Cremer 
requested from us a commitment that we would use the experience credit rating 
of the Frederick Snare Corp. as established by the tariff commission of the 
Ministry of Labor, for the Snare-Merritt policy, and this we have done duly 
supported with the official resolution that we have obtained from the Depart- 
ment. 

It is also our understanding that our proposal is more beneficial to the in- 
terests of the United States Government, even at the standard legal rates, than 
that of Compania Cubana de Fianzas. However, at the request of Snare-Merritt, 
we have committed ourselves to give them the furthur benefit of the special rate 
granted to Frederick Snare Corp. and after obtaining the legalization of this 
commitment, we consider it our duty to express, that the delay in awarding this 
business to La Alianza, is encouraging Cubana de Fianzas to develop maneuvers 
creating legal confusions that could prove detrimental to the interests of the 
United States Government. 

Furthermore, on the assumption that the provisional insurance now placed 
with Cubana de Fianzas is written in terms and conditions less favorable than 
those of our proposal, the delay in the definite awarding of this business to La 
Alianza is prejudicing the interests of the United States Government. 

Hoping to hear from you soon, 

I remain sincerely yours, 
ROBERTO HERNANDEZ Corvuso, Manager. 


Marcu 25, 1955. 

Re proposals for workman’s compensation for the joint operation and expansion 

of plan known as the Cuban Nickel Co. plan DOD No. 441 located at Nicaro, 

Langua de Pajaro, Province of Criente, Cuba. 
SNARE-MERRITT, 

Frederick Snare Corp. and Merritt-Chapman & Scott of Cuba, Inc., 
New York, N. Y. 
(Attention: Mr. R. Cremer, project manager.) 

GENTLEMEN: Supplementing our previous letters relative to your verbal re- 
quest that the experience credit rating of the Frederick Snare Corporation of 
Cuba, be applied to the above project, and in connection with which we have 








ORK, 
28, 1955. 


ie that the 
ro facility 
anket-posi- 


ciate your 


NER, 
resident. 


7 .™ 
25, 1955. 


rewith en- 
tt, that are 


he require- 
ir. Cremer 
edit rating 
ion of the 
done duly 


he Depart- 


to the in- 
rates, than 
ire-Merritt, 
pecial rate 
ion of this 
arding this 
maneuvers 
ests of the 


10w placed 
rable than 


ness to La 
g 


Manager. 


25, 1955. 
| expansion 
at Nicaro, 


verbal re- 
poration of 
h we have 





GOVERNMENT NICKEL PLANT AT NICARO, CUBA 309 


supplied you with a resolution of the Department of Labor, officially ratifying 
our commitment to that effect, we have thought it proper to also obtain official 
recognition to the effect that such special authorization is not for the exclusive 
use of this company and therefore is available and applicable by any legally 
authorized insurance company. Enclosed please find photostatic copy and the 
English translation of said official resolution. 

The resolution, as dictated by the Ministry of Labor, embraces all cases of 
special experience credit rating and therefore applies not only to your specific 
policy, but to any other and consequently to that of the Frederick Snare Cor- 
poration of Cuba. 

Incidentally therefore, it has been made clear by the Department that our 
company could also write the insurance of the Frederick Snare Corporation of 
Cuba at the same reduced special rate at which it is now written with the 
insurance company that now has that policy, aside and apart from the specific 
insurance of the Snare-Merritt above referred. We attach importance to this 
particular point as it eliminates the danger of placing an insurance company 
in the position of possessing an exclusive right in connection with the labor 
insurance of Snare-Merritt or of Frederick Snare Corp., thus vitiating the most 
important principle of freedom of contracting. 

It is most gratifying to be able to inform you that this resolution of the 
Ministry of Labor preserving the principle of free contracting, has been issued 
notwithstanding a conflicting report by legal adviser of the Department, Dr. 
Sandoval, dated March 17, 1955, and which was provoked by Compania Cubana 
de Fianzas, 

Assuring you of our earnest desire to cooperate at all times, we remain, 

Yours sincerely, 
ENRIQUE Gopoy, President, 


MINISTRY OF LABOR, 
Habana, March 24, 1955. 
Dr. ENRIQUE Gopoy Y SAYAN, 
President, La Alianza, Cia. Nacional de Seguros, 8S. A. Habana. 

Str: Having before me your letter, registry of receipt No. 1299, dated the 
23d instant in which you present a consultation on the interpretation of article 
84 of the regulations of the workmen’s compensation law, section A, you are 
informed that the legal assessor of this Department has issued with respect to 
the consulted particuuar, the following report: 

1. In connection with the consultation presented under this number it is 
informed; That although resolution No. 679 of the 26th of May 1943 stipulates 
that for the obtention of a reduction in the tariff of minimum premiums, the 
intervention of the general direction of health and social prevention is required, 
in the sense that it will effect an investigation in the books of the insurance 
company, it is understood that once that such reduction has been obtained by 
the applicant, that is, by the assured or employer, in the terms contained in the 
ministerial resolution, the assured itself can utilize the authorization issued, 
in the contracting of a workmen’s compensation insurance policy, with any 
insurance company authorized to do business in the national territory. 

This criterion is supported in that the precept of the regulations subject of 
the interpretation has been drawn up for the benefit of the insured party by 
reason of having verified that the accident rate in the center of labor is lower 
than the usual in similar establishments and that it is not possible to oblige 
an assured to maintain its insurance policies in a given company, because of 
such company being the only one that may apply the reduction in the premium 
legally obtained. 

2. As respects the second part of the consultation formulated in the before- 
mentioned rezistry of receipt No. 1299 I inform you that same results answered 
in the first paragraph, finally arriving, to the conclusion that the use and 
enjoyment by the insured party of the reduced minimum premium rate, sup- 
ported by a resolution of the Ministry of Labor dictated in accordance with 
adequate legal procedure is independent from the process followed for the 
obtention of such reduction. 

And as I have given my approval to the said report, same is hereby transcribed. 

Yours truly, 
Dr. JOSE SUAREZ Rivas, 
Minister of Labor. 




























































310 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


ao 


athe 5 i oe 


FREDERICK SNARE CoRrP., 
New York, N. Y., April 25, 1955 
Messrs. BALMER & Moore, 
Chicago, Il. 
(Attention: Mr. Schaeffer. ) 


DEAR MIKE: Enclosed is a draft of a letter to be written on Snare-Merritt 
letterhead confirming your appointment as brokers as respects Cuban insurance. 
We also desire to appoint you brokers for the New York portion, but as Balmer 
& Moore is not licensed in New York, we do not know exactly how you want to 


handle that and would appreciate your advice. ; 
My reason for sending you this draft of the appointment is because someday om 
GSA might possibly want to see it; therefore, I would appreciate your free a 
criticism and/or suggestions as to how you would prefer the letter written. 1] 
Very truly yours, 4 


W. E. TAYLor 


FREDERICK SNARE Corp., 
New York, N. Y., April 25, 1955. 
Messrs. BALMER & MOoRE, 
Chicago, Il. 

GENTLEMEN: This will confirm your several conversations with Mr. Randall 
Cremer and you are appointed to represent Snare-Merritt as insurance brokers 
on all insurance matters in Cuba, with the understanding that you will pay 
one-third of the total commissions to an insurance broker in Cuba, to be desig 
nated by us. 

This appointment is given to you on your direct representation that you are 
legally permitted to operate as insurance brokers in accordance with Cuban 
laws and insurance regulations. 

Very truly yours, 
SNARE-MERRIT’ 


SNARE-MERRITT, FREDERICK SNARE Corp.-MERRITT-CHAPMAN & Scorr Corp, 
New York, N. 4 
Re Nicaro Nickel expansion project, plant DOD, No. 441, Nicaro, Cuba. 
BALMER & MoorE INSURANCE AGENCY, 
Chicago, Tu. 

GENTLEMEN: This will confirm your several conversations with Mr. Randall 
Cremer, and you are appointed to represent Snare-Merritt as insurance brokers 
on all insurance matters in Cuba and New York State on the above project, with 
the understanding that you will pay one-third of the total commissions to an insur- 
ance broker to be designated by us. 

This appointment is given to you on your direct representation that you will 
not violate the laws and regulations concerning the operations of insurance 
brokers in Cuba and in the State of New York. 

If this is agreeable to you will you kindly sign and return one copy of this 
letter. 

Very truly yours, 
SNARE-MERRITT, 
W. E. Taytor, 
Insurance Adviser 


APRIL 28, 1955 
Mr. W. E. Tay or, 
Frederick Snare Corp., New York 7, N. Y. 

Dear Britt: Thank you for your letter of April 25 with enclosed draft letter ’ 
I appreciate your consideration in handling this matter in this fashion. I con 
sider that the first paragraph of your draft letter is satisfactory. 

For the second paragraph I suggest a similar statement pertaining to coverage 
for the State of New York portion. I suggest the third paragraph should state 
approximately as follows: 

“It is understood on your direct representation that you will comply with the 
laws concerning the operations of insurance brokers in Cuba, and in the Stxte 
of New York.” 

To your letter couched in these terms we will reply advising that we are oper 
ating in cooperation with La Alianza (for whom we are direct agents) and also 
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with Ultramar Inter-America Corp., 60 Wall Street, New York 7, N. Y., who are 
licensed brokers in New York and who will place New York coverage on our 
behalf. 

Mike McBride of Ultramar will act for us concerning all matters pertaining to 
this coverage and you may call upon him as you would upon us. 

We trust that you will find the above arrangements satisfactory. In the event 
that you feel further comment is required I would appreciate your phoning me. 
Kindest personal regards. 

Sincerely, 
ERWIN SHAFER. 


WILLIAM BALMER & Epwarp F. Moore 


Snare-Merritt, a joint venture of Frederick Snare Corp. and Merritt, Chapman € 
Scott Corp., New York, N. Y. 


-- -- 
| . 
| Premium 
Date Policy No. Company | Property — —— 
| Debit | Credit 


Sept 1, 1954, to 
Apr. 30, 1955. 


} 
US-4981980._..| The Travelers ....| Comprehensive indemnity, 
| $255. 10 


94.53 | 255. 10 
Amount due cote fat 5 ide | 160.57 


ee 


255. 10 255. 10 





WILLIAM BALMER AND Epwarp F.. Moore 
Snare-Merritt, a joint venture of Frederick Snare Corp. and Merritt, Chapman & 
Scott Corp., New York, N. Y. 


| | 





| Premium 
Date | Policy No. Company Property ~ eee 
Debit Credit 
Oct. 28, 1954 Seaboard Surety Primary commercial |$1, 052. 67 
Co. blanket bond; amount 
of bond, $100,000. | | 
| $109. 29 


1, 052. 67 109. 29 
Amount due ecw carte, she Annee . 943. 38 


1, 052. 67 1, 052. 67 


WILLIAM BaLMerR & EpWaArD F.. Moore 


Snare-Merritt, a joint venture of Frederick Snare Corp. and Merritt, Chapman € 
Scott Corp., New York, N. Y. 





| 
| 
Premium 


Date Policy No. | Company | Property 
Debit Credit 





i | 
Sept. 1, 1954, to | FAS-5525178_.| The Travelers.....00Comprehensive idem- | 
Apr. 30, 1955. | nity auto; comprehen- 
sive, indemnity or 1 
property damage. 
1.75 


$4. 43 $11. 97 


6. 18 


10. 54 


16. 72 
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WILLIAM BALMER & Epwarp F’. Moore 


Snare-Merritt, a joint venture of Frederick Snare Corp. and Merritt, Chapman € 
Scott Corp., New York, N. Y. 























| Premium 
Date Policy No. Company Property 
Debit Credit 
Sept. 1, 1954, to | DS-4981981_.__| The Travelers.....| General liability, premises 
Apr. 30, 1955. and operations: 
Property damage___._- $1. 27 $11. 26 
DMADONET «5 6scb ns nins 7.04 54. 34 
8.31 65. 60 
I ee avtncdcctemaaanaand Miakatmid sen catonaanticcaaa cee a L..-... 
65. 60 65. 60 
[Telegram] 


NEw York, N. Y., May 2, 1955. 
ERWIN SHAFER, BALMER & MoorE INSURANCE AGENCY, 
Chicago: 
McBride due arrive Tuesday 8 a. m. United flight 720. Please make reserva- 
tion LaSalle Hotel. 


ULTRAMAR,. 


May 9, 1955. 
Re Nicaro Nickel expansion project plant DOD-No. 441, Nicarro, Cuba. 


Mr. W. E. TayYLor, 
Insurance Adviser, Snare-Merritt, 
New York, N. Y. 

Dear Mr. Taytor: Thank you for your letter of May 3, 1955, appointing us 
brokers for the above captioned project. 

In accordance with your request we have acknowledged receipt of your letter 
on the *opy provided by you for that purpose by affixing our signature. This 
copy so signed is enclosed. 

We look forward tu receiving your instructions at an early date and welcome 
this opportunity to be of service to your firm. 

Very truly yours, 
BALMER & Moore. 


ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., May 12, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

DeaR MIKE: Since my visit to Chicago I am inclined to organize myself to 
attend to the things that you made mention of. 

First I will ciarify with our attorneys and get their written opinion on the 
situations where Ultramar Inter-America Corp. acts as insurance brokers on 
business located in New York State. Particularly I would refer to the Snare- 
Merritt project in Cuba and the administrative offices in connection thereto 
located in New York City. Before you make any movement in any other direction 
insofar as your cvoperating licensed brokerage source in New York State is 
concerned or for the necessities you may have in other territories, I would urge 
you to await this decision coming from our attorneys and the possibility of 
Ultramar Inter-America Corp. acting in your behalf as cooperating brokers. 

Beginning with the project that we are already cooperating on and with the 
possibilities and potentialities of other business that may be acquired and 
serviced, it occurs to me that we are in the position of assisting you with the 
placing of sucn business and attending to all the technicalities in connection 
therewith and in the general contacting and handling of such insurances. We 
respect your desire to be free of many of these technicalities, particularly be- 
cause you. are at a relative distance from the points and sources of the develop- 
ment of that business and the attentions that may be necessary sometimes more 
quickly than your plane flight could permit you to attend. 
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When the opinion of our attorneys is rendered, you will promptly receive a 
copy of it. If that gives us the green light to go ahead on your behalf, then 
subsequently we can work out the details of the sharing of commissions due 
to the time and effort that Ultramar will place on these things on your behalf. 

Subsequently if all of that is found satisfactory, then we could proceed with 
your desire to obtain representation in Illinois of other important companies 
like the mutual friends we have in the American Surety Co. You expressed a 
desire to secure an agency representation of the North America Companies. 
We would naturally point toward them as the first addition to the facilities you 
presently enjoy with the American Surety Co. We could then organize our- 
selves for a complete package plan in any kind of insurance you may find it 
necessary to place on behalf of the contacts you have and for whom insurances 
may be arranged. We do have access to all the markets, and naturally we would 
endeavor to secure the best terms for your assured and for all those partici- 
pating in the placing of the insurances. 

Since my return to New York I have made repeated contacts with Mr. Bill 
Taylor of the Snare-Merritt Insurance Department and also with Mr. Jerry 
Maiers of the National Lead Co. By this means, I have been brought up to date 
as to any changes desired on binders or other details respecting the coverages 
awarded by the Snare-Merritt joint venture to La Alianza. Full attention is 
being given to attending all these preliminaries during this period while the 
coverages are under binder and preparatory to the issuance of the policies. 

I asked Bill Taylor about the matter of premium payment in connection with 
the Cuban part of the project and also the New York administrative offices. Mr. 
Taylor informed me he was not certain but he was of the opinion that premium 
payment on the Cuba end of the project will be remitted through Snare-Merritt 
In Habana to La Alianza and in respect to the New York office any premium de- 
velopment there would likely be remitted out of New York. Mr. Taylor is not 
sure how this would be attended and indicates that we will learn the method of 
premium payment in the near future. 

When we receive definite advices we will inform you. 

You may be interested in an article of the Chamber of Commerce of the United 
States, giving a brief history of the General Services Administration. This is 
the April 1955 bulletin of the finance department No. 40, describing the value of 
the properties supervised by the GSA in its position as the Government’s busi- 
ness manager. The figure of $8 billion and the possible insurance requirements 
thereon proves most interesting. A list of the projects involved and their loca- 
tion might well be a valuable prospect list. With regard to the nickel project 
in Cuba and its New York office, we will keep you informed of any developments 
thereon. We expect it to take its normal course now that the business has been 
awarded to us. 

I wish to express my appreciation for the attentions shown to me by you in 
Chicago, and the privilege of meeting your associates and the pleasant evening 
we spent together. 

With kindest personal regards, I remain, 

Yours sincerely, 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


MICHAEL J. McBripe, Vice President. 


P.S.: Can you get the proposed list from GSA. Advise. 
Regards, 
MIKE J. McBripe. 


SNARE-MERRITT 
A Joint Venture 


FREDERICK SNARE CorP., MERRITT-CHAPMAN & Scort Corp., 
New York, N. Y., May 17, 1955. 
Re Contract No. GS-00-B(d)-1516—Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba. 
Re Nicaro insurance, 


3ALMER & Moore INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin M. Shafer.) 


; GENTLEMEN: On October 28, 1954, we bound primary commercial blanket bond 
in the amount of $100,000 with the Seaboard Surety Co. and as that binder has 
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been superseded by one issued by El Globo, effective April 30, 1955, at 12: 01 p. m., 
it is now in order to cancel the Seaboard binder. 

I have reason to believe that the Seaboard is willing to liquidate its binder 
charge on the basis of El Globo’s annual quotation of $1,503.82, short rate, for 
the period October 28, 1954, to April 30, 1955, 

Effective September 1, 1954, we bound workmen's compensation and compre- 
hensive general liability with the Travelers Insurance Co. covering the New 
York office at No. 74 Trinity Place. 

We have a binder from the Indemnity Insurance Company of North America, 
effective 12:01 p. m., April 30, 1955, covering workmen’s compensation, and 
expect to receive the comprehensive liability binder from the same company. 

When it is received, it will be in order for you to cancel the Travelers Insur- 
ance Co. binders as of April 30, 1955, and liquidate the binders on the basis of 
the actual payrolls developed in New York during the period the binder was in 
force. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 


May 19, 1955. 
Mr. Mike McBripe, 
Ultramar International Insurance, 
New York, N. Y. 

Dear MrKe: Thank you for your letter of May 18, 1955, and attached letter of 
May 13 from your attorneys. I have given very careful consideration to Mr. 
Lorenzen’s opinion, and my impression is that so far as Cuban insurance is 
concerned, this would be exempted from New York taxation or insurance law 
requirements even if we were nonresident, licensed insurance brokers of the 
State of New York. 

With reference to coverage on New York State risks insured by North 
America, which I understand is a Pennsylvania corporation, it appears that this 
would be a situation where a Pennsylvania corporation and an Illinois partner- 
ship conducted business affecting an insured in New York, without themselves 
doing business in the State of New York. The claims of New York State for 
recognition under their tax or insurance laws would necessarily be based upon 
the participation of Ultramar as our representative. Since, however, Ultramar, 
in this situation is not being compensated, the question arises as to whether 
Ultramar is performing a casual service or whether Ultramar is actually our 
agent. 

From a purely practical point of view it might be worth while to consider 
that if the Cuban business is difinitely not subject to New York taxation or 
regulation, that the New York business alone might not involve enough commis- 
sion to make a great deal of discussion necessary. Will you advise me as to the 
amount of premium and commission which will be involved in the New York aspect 
of the business. Perhaps the simplest thing would be to comply with the New 
York statute and pay the tax. 

I believe that if we are to establish a view that we are acting directly with 
North America concerning business which happens to be in New York we must 
be appointed agents for them in the State of Illinois. 

All of the above pertains only to the present Snare-Merritt insurance. It is 
clear to me from Mr. Lorenzen’s opinion that any future activity on our part 
involving New York risks will have to be qualified in New York as nonresident 
brokers. 

I would appreciate your obtaining the necessary forms and also advising me if 
there are any statutory regulations concerning division of premiums or methods 
by which business must be conducted. 

With reference to your suggestion that Ultramar can represent us as corre- 
sponding brokers for business we might obtain in New York, I am sure that we 
can work out an entirely satisfactory arrangement of any future business that 
we can develop, and I will be very happy to do so and to be able to continue our 
very pleasant and satisfactory relationship. I have the impression that I shall 
find it necessary to be in New York before too long, at which time we will discuss 
this in detail. 
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I would very much appreciate having Mr. Lorenzen’s reaction to my views, 
and particularly if he does not agree with them I would like to know his further 
recommendation. 

Kindest regards to all. 

Cordially, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., May 18, 1955. 
Mr. ERwin SHAFER, 
Balmer & Moore, 
Chicago, Il. 

Dear MIKE: With regard to the matter we discussed regarding the position 
of Balmer & Moore in the handling of the placement of insurance risks located 
in New York State, and the possibility that a firm like Utramar Inter-America 
Corp., act as cooperating brokers on such risks, this will inform you that we 
have consulted our attorneys, Messrs. Dwight, Royall, Harris, Koegel & Caskey, 
on the subject. 

We informed them that your firm are licensed brokers and agents in the State 
of Illinois and that you are not presently licensed in New York, nor have you 
established an office here. We asked them if Ultramar Inter-America Corp. 
could serve as your representative in the placing of New York risks, if so, what 
are the requirements under the laws of New York State. 

Both as to the matter of licensing and what effect the tax situation would 
have upon Balmer & Moore, Mr. Fred Lorenzen of our attorneys’ office has 
presented an opinion in a letter dated May 13, 1955, and we send you herewith 
a copy of same, with the suggestion that you review it and favor us with your 
comments. 

If you have any additional questions to ask, kindly send them to us and we 
Will discuss them with Mr. Lorenzen and further inform you. 

With best regards, we remain, 

Yours sincerely, 
MIcHAEL J. McBrinr, Vice President. 


DwicHT, Royatt, HArris, Koreer & CASKEY, 
May 13, 1955. 
Mr. MIcHAEL J. MCBRIDE, 
Ultamar Inter-America Corp.., 
New York 5, N. Y. 

Dear MIKE: The following is our opinion with respect to your letter of May 12, 
1955, and other facts developed in the course of a telephone conversation be- 
tween us: 

The applicable sections of the insurance law are 61, 115, and 119. Section 
115 forbids any insurer doing business in this State and any agent or repre- 
sentative thereof from paying any commissions or other compensation except to 
a licensed insurance agent of such insurer “for acting as insurance agent in 
this State.” Section 119 prohibits any insurer authorized to do business in this 
State from paying any money or other compensation to anyone for acting as 
insurance broker “in this State” unless such person is licensed. 

Section 114-H provides for the issuance of licenses to nonresident agents 
without examination provided such agents are licensed in the State of their 
residence and do not have an office in New York. Section 119-3C makes the 
Same provision with respect to licenses to nonresident brokers. Section 119-5E 
relates to the same subject matter. 

Section 61 contains a reciprocal provision preventing the licensing of non- 
residents if the State of their residence does not extend the same courtesies 
to New York agents and brokers. In this connection, while we do not claim 
to be experts in Illinois law, we have checked that law and believe that Illinois 
would extend to a licensed New York agent or broker the same privileges as 
are extended to nonresidents in New York. Accordingly, Balmer & Moore could 
qualify under the nonresident licensing provisions of the New York law. 

if Balmer & Moore are licensed in New York, they must of course, comply 
with the New York State nonresident income tax provisions and pay tax on 
any income derived from the State. 
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If the actions of Balmer & Moore, in connection with placing the insurance 
relating to the New York risks, takes place “in this State,” as it does if you 
purport to act as agent for them here, then licensing in New York would be 
required. If Balmer & Moore do not act in New York at all and if their activi- 
ties are confined to Illinois even if the risk may be in New York, we do not 
believe that it would be necessary for them to be licensed here. 


May 19, 1955. 
Re Nicaro Insurance. 
SNARE-MERRITT, 
New York 6, N. Y. 
(Attention: Mr. W. E. Taylor.) 

GENTLEMEN: This will acknowledge receipt of your letter of May 17 with 
instructions therein, concerning the cancellation of binders with the Seaboard 
Surety Co. and Travelers Insurance Co. We are proceeding in accordance with 
instructions and will advise you when they have been carried out. 

We wish to advise you at this time that we are effecting much of the routine 
procedure involving this insurance through our correspondent brokers in New 
York—Ultramar Inter-America Corp., insurance company at 60 Wall Street, 
New York City. We would appreciate your putting them on your list of these 
persons to whom copies of our correspondence is to be sent. Please feel free to 
contact Mr. Michael McBride of that agency with reference to any of the details 
involved in these insurances and he will function in our behalf as our repre- 
sentative in New York. 

Very truly yours, 
BE. M. SHAFER. 


May 19,1955. 
Mr. MIcHAEL McBrIpE, 
New York 38, N. Y. 

Dear MIKE: Enclosed is a copy of a letter received by us from W. B. Taylor 
on May 17, 1955, concerning which we spoke of the telephone. I assume you 
are already taking action effecting their directives on our behalf. 

Also enclosed are the original letters addressed to Seaboard Surety Co. 
and Travelers Insurance Co., as well as copies for your file. These letters are 
to be mailed or delivered by you when it is in order to do so. This means, in 
the case of Travelers Insurance Co., after the comprehensive liability binder 
of North America has been obtained and delivered to Snare-Merritt. 

In the event you feel that those letters require any changes in language, 
in order to more fully and completely carry out the directives of Snare-Merritt 
without error or delay, please advise and we will correct them in accordance 
with your suggestion. We would, in this instance, appreciate your preparing a 
number of letters which you would feel would be more appropriate, if in your 
judgment this is necessary. It is my intention to furnish you with some of 
our letterheads so that you can, upon our direction, prepare some of the cor- 
respondence of a formal character in New York without submitting to the delay 
of having it sent to you from Chicago. 

Please advise us by phone or telegram as soon as the situation with North 
America is resolved. 

With kindest personal regards and appreciation of your assistance, I am 

Cordially yours, 
BH. M. SHAFER. 


May 19, 1955. 
SEABOARD SuRETY Co., 
New York 38, N. Y. 

GENTLEMEN: Upon instruction of Snare-Merritt, a joint venture for whom we 
are insurance brokers, we request that you cancel your binder for the primary com- 
mercial blanket bond in the amount of $100,000, issued by you on October 28, 
1954, as of April 30, 1955, at 12: 01 p. m. 

It is our understanding that you will liquidate your binder charge on the 
basis of the present insurer’s annual quotation of $1,503.82 short rate, for the 
period of October 28, 1954, to April 30, 1955. 
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If the above is in order, we would appreciate your advising us to this effect 
and send us your statement accordingly. 
Very truly yours, 


BE. M. SHAFER. 


'’RAVELERS INSURANCE Co., 
New York, N. Y. 

GENTLEMEN: In accordance with the instructions of Snare-Merritt, for whom 
we are brokers of record, we request the cancellation of the Travelers Insurance 
Co. binders for workman’s compensation and comprehensive general liability 
made effective September 1, 1954. Please liquidate the binder as of April 30, 
1955, on the basis of the actual payrolls developed in New York during the 
period this binder was in force and send us your statement. 

You may obtain any information which you require concerning payrolls, 
directly from Snare-Merritt 74, Trinity Place, New York, and we will be glad 
to furnish you with any additional information or render you any assistance 
which we can in this matter. 

Very truly yours, 
E. M. SHAFER. 





ULTRAMAR INTER-AMERICA CoORP., 
New York 5, N. Y., May 24, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 


Dear MIKE: I wish to confirm that your instructions of May 19 relative to 
the passing of the letters addressed to the Seaboard Surety Co. and the Travelers 
Insurance Co., canceling their binders on the Snare-Merritt New York risk have 
been carried out. 

We also thank you for your authority to prepare some of the future corre- 
spondence of a formal character with respect to this risk, without the delay 
that might come about if we needed to send same through you from Chicago. 
Anytime this becomes necessary, we will certainly keep you informed. 

We received the supply of letterheads and envelopes which you sent to us for 
this purpose. 

We also wish to express our thanks for the copy of the letter of May 19, 
which you addressed to Mr. W. Taylor of the Snare-Merritt Corp., authorizing 
us to act on your behalf when such an instance arises with Mr. Taylor or others 
in connection with this business. 

With best regards, I remain, 

Yours truly, 
MICHAEL J. MCBRIDE, 
Vice President. 


May 26, 1955. 
Mr. MicHAEL J. McBripe, 
Ultramar International Insurance, 
New York, N.Y. 

DeaAR MIKE: Thank you for your letters of May 23 and 24. We will adopt 
your method of numbering letters for ready and easy reference. 

With reference to your letter No. 55-2012, I have spoken with Mr. Taylor, 
and he advises me that it has been definitely settled that Balmer & Moore are 
brokers of record for Snare-Merritt from the inception of Snare-Merritt, and 
this has been made entirely clear to Foundation Associates, Inc. and to Flynn, 
Harrison & Conroy. 

It, therefore, becomes our duty to obtain the cancellations of the binders with 
Seaboard and with Travelers. Commissions belong to us, and we will appre- 
clate your taking routine necessary steps to make this clear to Travelers and 
Seaboard. Will you also obtain the bill in settlement from Travelers and for- 
ward it to me by airmail. The Seaboard bill, Mr. Taylor tells me, is already on 
its Way to me. I have promised Mr. Taylor that immediately upon receipt of 
these bills we will bill out to Snare-Merritt who are eager to initiate a bill 
through National Lead and GSA as a trial run, to determine what procedures 
Will be followed, and how long payment will take. In this connection you will 
appreciate the merits of our being advised as to our percentage of commission 
So that we can make proper remittance to Seaboard and to Travelers. You are 
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correct in assuming that the Cuban end of business on which binders were placed, 
and which will now be replaced by our binders will be canceled by us when we 
appropriate, and that commissions on former binders should be for our credit. 
Will you send me a copy of your letter of transmittal which accompanied our 
letter to Travelers, and advise me when the Travelers binder is canceled. 
Very truly yours, 

















ERWIN SHAFER. 











ULTRAMAR INTER-AMERICA CoORP., 
New York, May 28, 1955. 





Mr. ERwWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 

DEAR Mike: We acknowledge receipt of your letter of May 19, enclosing a 
copy of Mr. Taylor’s advices to you on May 17, 1955. 

We are following your instructions by sending the originals of the letters 
addressed to the Seaboard Surety and the Travelers Insurance Co. We were 
informed over the telephone by Mr. Hamilton of the Seaboard Surety that they 
previously had been notified of the termination of their liability by the brokers 
Flynn, Harrison & Conroy. They are trying to confirm that the same thing 
occurred with the Travelers Insurance Co. on the workmen’s compensation and 
comprehensive general liability on the New York operations. 

We mention this because in a talk with Mr. W. E. Taylor, we understood that 
Balmer & Moore were to be the brokers from the very inception of the project. 2 
If this is true, then we presume your interest would be from inception on the ‘ 
New York operations as well as on the Cuban operations, but we believe that a 
this is something you might wish to discuss personally with Mr. Taylor in order 
to reach a clear conclusion on that business that was effective prior to April 30, 
1955, when La Alianza initiated its interest on the workmen’s compensation 
comprehensive general liability, payroll robbery and cash in transit in Cuba and 
we obtained the binders from the North America for the workmen’s compen- 
sation and comprehensive general liability on the New York operations at the a 
corresponding date of April 30, 1955. 4 

If your appointment as brokers is retroactive to inception, you can say you 4 
have a commission interest through those other sources prior to April 30, 1955. 
The question naturally arises what are your feelings about the matter as to 
how that affects the previous brokers in New York. 

We presume the Cuban end from inception and prior to April 30 is handled by 
Snare-Merritt Cuba with the Cia. Fianzas. 

To clear this matter up in your mind we again suggest a possible telephone 
call to Mr. Taylor and advise us if there is any action we need take on your 
behalf. 

We remain, 

Yours sincerely, 


































MricHAEL J. MOBrIpE, 
Vice President. 










May 23, 1955. 
Re: Snare-Merritt joint venture, 74 Trinity Place, New York 6, N. Y. 
SEABOARD SuRETy Co. 
New York 38, N. Y. 
(Attention: Mr. Hamilton.) 

GENTLEMEN: As New York correspondents of Balmar & Moore, insurance 
agents of 77 West Washington Street, Chicago, Ill., we send you herewith their 
memorandum of May 19, in which you are requested to cancel the binder for 
the primary commercial blanket bond in the amount of $100,000, issued by you on 
October 28, 1954. Cancellation to be effective April 30, 1955. 

You are advised the undersigned that you previously had been notified of this 
eancellation by Messrs. Flynn, Harrison & Conroy, but in order to follow the 
request of Balmer & Moore, we are also sending you their memorandum. 

We remain, 

Yours truly, 














ULTRAMAR INTER-AMERICA CORP., 
MICHAEL J. MCBRIDE, 
Vice President. 
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May 31, 1955. 
Re Your No. 55-2024. 
Mr. Micuaet J. McBripe, 
Ultramar International Insurance, New York, N. Y. 


Dear Mike: With reference to the conduct of insurance business in the State 
of New York, will you advise me whether I have submitted to you a copy of 
the letter from Snare-Merritt appointing Balmer & Moore to be their agent of 
record? If so, will you please return it to me as Bill Taylor wishes to change 
the wording of the paragraph concerning our compliance with New York laws. 
I regard the changes in our favor, and wish to be able to advise him that I can 
return all copies of this letter upon his issuance of the new one. I believe the 
new letter will influence Mr. Lorenzen to feel that we probably need not file 
in the State of New York unless and until some State authority might claim 
that we are required to do so. I will forward a copy of the new letter to you 
when it is available. 

I am most interested to learn that there has been no experience rating for 
Snare-Merritt. Am I to understand that it is also true that no experience table 
exists for the Frederick Snare Corp.? If this is so, then we are certainly creat- 
ing something of value for Snare-Merritt, and when we have fully accomplished 
this project, we will certainly see to it that Snare-Merritt is made aware of our 
accomplishment on their behalf at an appropriate time. 

If on the other hand the Frederick Snare Corp. has an experience credit 
rating, then it is up to us to get as good or better a rating for Snare-Merritt. 
Please keep me informed on this matter. 

Very truly yours, 
Erwin M. SHAFER. 


ULTRAMAR INTER-AMERICA CorpP., 
New York, May 24, 1955. 
Mr. ERWIN SHAFER, 

Balmer & Moore, Chicago, Ill. 

DeAR MIKE: With regard to your letter of May 19 on the subject of Mr. Fred 
Lorenzen’s opinion regarding the conduct of insurance business in the State 
of New York, kindly be advised that we are obtaining copies of the necessary 
applications to be filled out, and advices as to the license fee and a copy of the 
regulations describing the methods by which such business must be conducted, 
from the New York State Insurance Department. As svcon as this is received, 
we will forward it along to you. 

I wish to also take the opportunity to advise you in connection with the 
workmen’s compensation and employer’s liability business on the Snare-Merritt 
joint venture Cuba operations. 

You may recall that on our negotiations for this business we found that Mr. 
Cremer put great stress upon the question whether Snare-Merritt would obtain 
the benefits of a so-called experience credit rating which the Frederick Snare 
Corp. reportedly had through their insurance underwriters in Cuba on the usual 
operations of the Frederick Snare Corp. When this suggestion was made to 
those of us representing La Alianza, we agreed that any experience credit rating 
existing and approved by the Ministry of Labor would be granted by La Alianza 
to the Snare-Merritt risk. 

It develops that no experience credit rating existed. This was found to be 
so by our Habana office and in addition, Mr. William Taylor of the insurance 
department of the Snare Corp. and the Snare-Merritt Corp. told us off the record 
that no experience credit rating plan for Snare existed. 

Nevertheless, you will be interested to know that I have learned from our 
Habana office that La Alianza is making efforts to establish for the Snare-Merritt 
Joint venture Cuba operations on this expansion of the Nickel project an ex- 
perience credit plan that will really give the assured the benefits of a premium 
savings if they have a good experience. This is another effort of ours to demon- 
strate our willingness to fully serve your client and your good selves. 

It interests us to note that you may be in New York in the near future. 
I have informed our president, Mr. Enrique Godoy of this and he asked me to 
let him know what dates you will be in the city and to extend to you an invita- 
tion to lunch with him while you are here. Kindly let me know when you will 
be in town. ; . 

With best regards, I remain, 

Yours cordially, 
MIcHAEL J. McBripe, Vice President. 
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ULTRAMAR INTER-AMERICA CoRP. 
New York, May 31, 1955. 
Re Snare-Merritt joint venture, 74 Trinity Place, New York 6, N. Y. (New York 
Operations). 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago 2, Il, 

Dear MIke: With regard to the binders of the Seaboard Surety Co.—fidelity 
bond and the Travelers comprehensive general liability and workmen’s compensa- 
tion and employer’s liability, your letters issued at the request of Snare-Merritt 
canceling said binders as of April 30, 1955, have been transmitted to those 
companies. 

In answer to your request as to what the brokerage commissions are to licensed 
brokers, the Seaboard, through Mr. Hamilton, confirms that the fidelity bond 
brokerage commission is 15 percent. 

The comprehensive general liability brokerage commission is 17% percent. 
The workmen’s compensation brokerage commission varies with a top of 10 
percent on the first $1,000 of premium and then scaling down to 5 percent if the 
premium exceeds $5,000. 

I trust this is the information you desire. 

Yours truly, 
MIcHAEL J. McBripe, Vice President. 


May 31, 1955. 
Mr. MIcHAEL J. MCBRIDE, 
Ultramar International Insurance, 
New York 5, N. Y. 

Dear MrKeE: Enclosed is a copy of a letter we received from Snare-Merritt 
dated May 20, 1955, concerning the liquidation of the Travelers binder. We 
have previously sent you our letter of cancellation to Travelers and you are 
herewith authorized to transmit the said letter and obtain Traveler’s statement 
in accordance with our previous correspondence on this subject. Please note 
that commissions should be credited to us. 

Will you advise me as soon as these arrangements are made, and also notify 
Mr. Taylor by phone. 

Sincerely, 
Erwin M. SHAFER. 





May 26, 1955. 


SNARE-MERRITT, 
New York 6, N. Y. 
(Attention: Mr. W. E. Taylor, insurance advisor.) 

Dear Mr. Taytor: This will acknowledge receipt of your letter of May 20, 
1955, concerning the liquidation of the Travelers binder on the comprehensive 
liability at 74 Trinity Place. 

We are proceeding to carry out your instructions and will advise you when 
we have completed this matter. 

Very truly yours, 
ERWIN SHAFER. 





SnareE-Merritr; A JOINT VENTURE 
FREDERICK SNARE CorP., MERRITT-CHAPMAN & Scott Corp., 
New York 6, N. Y., May 20, 1955. 
Re Nicaro insurance: Contract No. GS-00-B(d)-1516—Extension of the Cuban 
Nickel Co., plant—Nicaro, Oriente, Cuba. 
DatMer & Moore INSURANCE AGENCY, 
Chicago 2, Tl. 
(Attention: Mr. Erwin M. Shafer.) 
GENTLEMEN : Following my May 17, 1955 letter to you and your acknowledge- 
ment of May 19, we have not received a satisfactory binder from the Indemnity 
Insurance Co. of North America covering comprehensive liability at No. 
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74 Trinity Place; therefore, it is now in order for you to liquidate the Travelers’ 
hinders as of noon, April 30, 1955. 
Very truly yours, 
SNARE-MERRITT, 
W. EK. Tayor, 
Insurance Adviser. 









May 31, 1955. 
SNARE-MERRITY (A JOINT VENTURE), 
New York, N. Y. 

GENTLEMEN : In accordance with your instructions in your letter dated May 17, 
1955, we have canceled your primary commercial blanket bond binder in the 
amount of $100,000 with the Seaboard Surety Co. as of April 30, 1955. 

This binder has been liquidated in accordance with El Globo’s annual quotation 
of $1,503.82 short-rate, the term is October 28, 1954, to April 30, 1955. 

This primary commercial blanket bond has been replaced by binder from the 
Indemnity Insurance Company of North America now in your possession. 

Very truly yours, 


a Ocri sn 


eo. 


Erwin M. Suarer. 






SEABOARD Surety Co., 
New York, N. Y., May 25, 1955. 


' 
t 
ia 
l 
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Re Snare Merritt, Bond NY 47682. 
Mr. E. M. SHAFER. 
Balmer & Moore, Chicago, Ill. 

DEAR Mr. SHAFER: Mr. Michael J. McBride of Ultramar has forwarded to us 
your letter of May 19, 1955. 

Kindly be advised that we have canceled the binder of October 28, 1954, for 
the primary commercial blanket bond in the amount of $100,000; such can- 
cellation to be effective April 30, 1955. Enclosed is our invoice in the amount of 
$1,052.67 representing the short-rate earned premium for the period October 28, 
1954, to April 30, 1955. 

Sincerely, 
Jos. R. HAMILTON. 
[In pencil:] Invoice sent to Snare-Merritt. 






ULTRAMAR INTER-AMERICA CORP., 
New York, June 1, 19565. 
Mr. ErRWiIn SHAFER, 
Balmer & Moore, Chicago, Ill. 


DEAR Mike: With regard to your request for a nonresident broker's license 
in the State of New York, we have received advices from the State of New York, 
Department of Insurance, enclosing forms to be used by your firm which we 
assume is a partnership. 

The New York State insurance broker’s license runs for a period of 1 year 
and so if you apply now, you will do so for the period expiring October 31, 1955. 
One member of the firm should be listed as the sublicensee. 

We are informed that an Illinois applicant must furnish a power of attorney 
naming the superintendent of insurance of New York State as attorney upon 
whom process may be served. A form for this purpose has been attached to the 
application. 

The license fee required is $20. The New York State Insurance Department 
will require a letter from the director of insurance of the State of Illinois, setting 
forth that your partnership is currently licensed as a broker in the State of 
Illinois by and through the member to be designated to act on its behalf in this 
State (New York). We presume you will desire to proceed with the completion 
of this application. Enclose same together with the check for the license direct 
to the superintendent of insurance of the State of New York in the envelope 
herewith. 

Best regards, 
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ge- MIcHAEL J. McBripe. 


322 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


JUNE 2, 1955. 


Mr. W. BE. Tay or, 
Snare-Merritt (A Joint Venture), 
New York, N. Y. 
DEAR Brix: In connection with the cancellation of the binders on Cuban cover- 
age, which, as far as we know, was handled by Frederick Snare’s Cuban repre- 
sentative, will you advise us whether there is any action which we should take 
in this connection on your behalf, or to protect ourselves concerning commis- 


sions on the canceled insurance. 
Very truly yours, 
ERWIN SHAFER. 





SnareE-MeERrITT (A Joint Venture), 
Frederick Snare Corp.-Merritt-Chapman & Scott Corp., 
New York, N. Y., June 2, 1955. 
Re Contract No. GS—00-B (d)-1516—Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba. 
BALMER & Moore INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin M. Shafer.) 


GENTLEMEN: When you send the earned premium bill and audit statements 
issued by the Travelers for workmen’s compensation and liability insurance at 
Trinity Place, will you also send either the original or one copy of the binder? 
GSA will require the binder as proof that the insurance was actually in force. 

Yesterday, I telephoned the Seaboard Surety Co. and asked them to send me 
their binder so it will not be necessary for you to obtain that one. 

Very truly yours, 
SNARE-MERRITT, 
W. E. TAYLOor, 
Insurance Adviser. 

P. S. After the above was typed I received your May 31 letter and bond bill 
in the amount of $1,052.67. I am sure GSA will require some substantiating 
invoice or bill from the Seaboard or on Seaboard’s billhead. 

W. E. T. 


JUNE 2, 1955. 
Re your 2105 
Mr. MrkEeE McBrIpe, 
Ultramar International Insurance, 
New York, N. Y. 
Dear MrKE: Enclosed is a copy of the letter sent to Bill Taylor. When he has 
replied, I will advise you. 
Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 1, 1955. 
Mr. Erwin SHAFER, 
Balmer & Moore, Chicago, Ill. 

Dear MIKE: Thank you for your letter of May 26. We observe that you are 
conforming with our method of numbering letters for easy reference. 

We note your reference to our letter No. 55-2021, your conversation with Mr. 
Taylor and the fact that Balmer & Moore are brokers from the inception of the 
Snare-Merritt operation. 

The only thing we believe delaying the conformity of the Travelers to the 
cancellation of their binders on the New York operations as respects workmen’s 
compensation and comprehensive general liability is the long weekend holiday 
and the absence of some people who normally attend to this. 

In another letter I reported I talked to Dean Parker of the Travelers, one of 
the executives. Thereafter I talked with Ray Carlson who is now on jury duty, 
and the latest is my talk with Mr. Faller. Mr. Faller has talked with the 
Foundation Associates, Mr. Burke, who indicates that everything is in order 
as per instructions of Snare-Merritt but apparently he wants to contact Mr. J. M. 
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Gelson before the thing is released finally. Mr. Faller expects to confirm to me 
tomorrow verbally and by letter, acknowledgment of the cancellation of their 
binders as of April 30, 1955, and subsequently, upon audit, present the earned 
premium bills. Another letter of mine indicates the brokerage commission 
situation. 

The writer observes your concurrence as to your position as brokers on the 
Cuban end of the business prior to April 30, 1955, when La Alianza underwrote 
the workmen’s compensation, comprehensive general liability, payroll robbery- 
cash in transit. We are sure that it is clear in all our minds that La Alianza’s 
binders are in full effect on the covers mentioned beginning April 30, 1955, and 
that notice of cancellation of binders of other underwriters such as the Maduro 
Co. were given, terminating their interest as of April 30, 1955. We have had 
nothing to do with the latter phase of this subject, that is, the cancellation of 
binders previously in force through other underwriters. We presume that has 
been attended by others, perhaps by Snare-Merritt directly in Habana and 
probably something you should check on. 

As you indicate that commissions on binders through other underwriters 
should be to the credit of Balmer & Moore, we wonder if you desire that Cia. 
Godoy-Sayan intervene on your behalf in Cuba as respects this situation. If 
so, it might be well for you to give us specific instructions and perhaps at the 
same time direct the previous underwriters to make a commission statement on 
your behalf through Cia. Godoy-Sayan. 

We offer this suggestion again only with a desire to serve you to the fullest 
extent. We await your comments and instructions in connection herewith. 

In connection with your concluding paragraph, we send you herewith a copy 
of our letter of transmittal of your letter to the Travelers, advising them of the 
cancellation of their binders on the workmen’s compensation and comprehensive 
general liability on the New York operations. 

We remain, 

Yours truly, 
MicHaeEt J. McBrine, Vice President. 


P.S. Today the Travelers ‘phoned me advising they received clearance from 
Foundation Associates. They are writing us confirming cancellation of their 
binders April 30, 1955, and will soon thereafter send earned premium bills. 


May 24, 1955. 
Re Snare-Merritt joint venture, 74 Trinity Place, New York, N. Y. 


TRAVELERS INSURANCE Co., 
New York, N.Y. 

GENTLEMEN: As New York correspondents of Balmer & Moore, of Chicago, we 
transmit herewith their memorandum of May 19, canceling your binders on the 
workmen’s compensation and comprehensive general liability on this risk. 

Your binders were effective September 1, 1954, and are to be canceled as of 
April 30, 1955. 

Will you kindly confirm that this is agreeable to you in order that we may 
notify Balmer & Moore in Chicago. 

Thanking you, we remain, 

Your truly, 
ULTRAMAR INTER-AMERICA CoRP., 
MICHAEL J. MCBRIDE. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 2, 1955. 
Re your letter 55-106. 
Mr. Erwin SHAFER, 
Balmer & Moore, Chicago, Ill. 

DeAR MIKE: We acknowledge receipt of the above letter and enclosure of 
copy of a letter from Mr. Taylor of Snare-Merritt, relative to the procedure for 
setting up the reporting of payrolls. 

We previously received a copy of the same letter from Mr. Taylor and immedi- 
ately airmailed Habana requesting them to advise the plan of payroll reporting 
to be used. 
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Just as soon as this information comes to us we will inform you and per your 
suggestion, communicate directly with Mr. Taylor. 

Yours truly, 







MicHarE. J. McBrive. 


JuNE 6, 1955. 























































Re 55-2141. 


Mr. Mike McBribkr, 
Ultramar International Insurance, 
New York, N. Y. 

Dear MIKE: I would suggest that Jerry Maiers be advised, either verbally or 
by letter, as you think best, the precise reasons for our delay in preparing 
definite policies on the Cuban and New York operations, Particularly he should 
be told of the lack of an experience credit rating because he knows of the fact 
that this issue was raised at the time the policies were under negotiation. 

My own feeling is that it might be well to estabilsh some records in our files 
that the delays we encountered were beyond our control, and that we are expe- ; 
diting this to the greatest extent possible. 8 

If you do write concerning this matter, please furnish copies of the correspond- } & 
ence for my files. | a 

Very truly yours, 


RS Ma as 


si 


ERWIN M. SHAFER. ; Ss] 


ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., June 3, 1955. 
Mr. Erwin SHAFER, 
Balmer & Moore, Chicago, Ill. 


Dear MIKE: Jerry Maiers of the National Lead Co. has urged us to proceed 
with the preparation of the definite policies completing La Alianza’s contracts on 
the Cuba operations and the North America contracts on the New York operations. 
There are several reasons beyond our control why this is not done immediately. 
Yesterday I talked with Mr. William Taylor, insurance adviser of the Snare- 
Merritt venture, for the purpose of confirming the exact manner in which the 
name of the assured should appear, in order to be prepared to expedite these 
matters. Mr. Taylor requested that we await his advices. Actually, we are 
ready now to complete all policies with the receipt of such instructions excepting 
for the workmen’s compensation policy on the Cuba operations and any delay on 
this contract is caused by the need to determine the premium rates thereon. 

We have discussed this with you in other correspondence in recalling to you we 
the situation as respects the nonexistence of an experience credit rating plan for : 0] 
the Frederick Snare Corp. and in the absence of same, our desire to establish an ft 
experience credit rating plan particularly for Snare-Merritt joint venture. In th 
the process preparatory to accomplishing this and determining the legalized re 
premium rates, negotiations continue to be carried on by our Habana office with 
the Snare-Merritt office in Habana and we are presently awaiting from Snare- 
Merrittt, Habana, the past premium and loss experience of the Frederick Snare 8 
Corp. in Cuba, which would be used as a guide by us in solving the current rate 5 
problem of the Snare-Merritt joint venture situation. 3 

We have experienced some delays in obtaining this data and to keep you up to 
date we send herewith a copy of a letter dated May 30, 1955, addressed to 
Armando Lago, vice president of La Alianza by Mr. W. R. Pole, manager of the 
Habana office of Snare-Merritt. 

Kindly be assured that when they provide the requested information this will ; M 
expedite the determination of the applicable workmen’s compensation rates of 4 
the Cuba operations. Upon receipt of Mr. Taylor’s instructions and the data ‘ 
from Mr. W. R. Pole we will be ready. Meanwhile, our binders are in full force Fs fi 
and effect. ‘ 

Yours truly, ; 
MIKE McBrIDE. 4 


Bhi eel 


SNARE-MeErRITT, May 30, 1955. 







LA ALIANZA, CIA. NACIONAL DE Seauros, S. A., 
Habana. 
(Attention: Mr. Armando Lago, executive vice president. ) 


GENTLEMEN: Receipt of your letter of May 27, 1955, regarding certain informa- 
tion which you found necessary to have forwarded to you in order to legalize the 
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premium rates for workmen’s compensation insurance for Snare-Merritt, is 
acknowledged. 

Mr. Raul Fernandez, of Frederick Snare Corp., has been contacted regarding 
this information which was to have been forwarded to you on Wednesday, May 25, 
1955, and he advises that, unfortunately, he had not been able to obtain this 
information, and for that reason was unable to meet the May 25 date on which 
this data was originally promised. 

You are assured that as soon as this information is obtained, Mr. Raul Fer- 
nandez will forward the same to you. 

Very truly yours, 
M. R. Poise, Manager, Habana Office. 


ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., June 1, 1955. 
Re Snare-Merritt joint venture, Cuba operations, workmen’s compensation 
insurance. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 

Dear MIKE: Supplementing previous advices in connection with the above 
subject in Cuba, and the matter of the officialization of the premium rates, we 
send you herewith a copy of a letter dated May 27, addressed to Mr. W. R. Pole 
of Snare-Merritt, Havana, Cuba, for the completion of your files. 

On your coming trip to New York we can discuss this whole matter. 

With best regards, I remain, 

Yours truly, 
MicHAEL J. McBripe, 
Vice President. 


La ALIANZA, 
COMPANIA NACIONAL DE SEGUROS, SBS. A., 
La Habana, May 27, 1955. 
SN ARE-MERRITT, 
Frederick Snare Corp. and Merritt, Chapman & Scott of Cuba, Inc., 
Habana. 
(Attention: Mr. W. R. Pole.) 


Dear Sirs: In connection with the officialization of the premium rates for your 
workmen’s compensation insurance, toward which we gladly offered our co- 
operation, we hereby ratify that our collaboration is dependent upon receiving 
from Messrs. Frederick Snare Corp. certain information which was promised by 
their Mr. Raul Fernandez, for Wednesday the 25th, and has not as yet been 
received. 

Assuring you of our readiness to serve you, we remain, 

Yours very truly, 
ARMANDO LAGO, 
Executive Vice President. 


ULTRAMAB INTER-AMERICA CORP., 
New York May 31, 1955. 
Re Snare-Merritt. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 
Drar MrKe: This is another question that has been raised and to keep you 
fully posted and up to date, this copy is for your file. 
Yours sincerely, 


MicHAEL J. McBripe. 


May 31, 1955. 
To: Armando Lago, Vice President. 
rom: Michael J. McBride, Vice President. 
ubject: Snare-Merritt joint venture-expansion of Nickel plant. 
Mr. W. E. Taylor of the assured’s insurance department inquired what the 
Cuban compensation law is as respects the reporting of wages of an employee. 
Are you obligated to report their full wages including overtime and charge 


| 
s 
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the full rate of premium thereon, or is there an alternative where you report 
a minimum or maximum wage upon which the premium is charged thereon? 

Perhaps in explaining this you may need to quote to us the Cuban compen- 
sation law. We would appreciate your specific advices. 

Incidentally, it might be well for you to send to us an up-to-date copy of the 
Cuban workmen’s compensation law and if it is available, send an extra copy, 
English translation. 

With regard to calculation of the premium on the payroll as respects the 
comprehensive general liability policy, we presume that it would follow the 
same method you used for the use of the amount of payroll as utilized on the 
workmen's compensation. So that your answer thereon will permit us to 
inform Mr. Taylor on both questions. kindly give this your earliest attention. 

Yours truly, 
Mike McBripe. 


ULTRAMAR INTER-AMERICA CorP., 
New York, May 31, 1955. 
Re Snare-Merritt. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 
Dear MIKE: Enclosed find copy of a memorandum sent to Mr. Armando Lago 
with reference to the above captioned. 
This is to keep you fully advised. 
Yours truly, 
MIcnakEL J. McBripe. 


May 31, 1955. 
To: Armando Lago, Vice President. 
From: Michael J. McBride, Vice President. 
Subject: Snare-Merritt joint venture, expansion of nickel plant, Cuba. 


Recently Mr. Shafer of Balmer & Moore requested Mr. W. E. Taylor of the 
above concern in New York to send us copies of letters relating to the insurances 
on this subject so that we could act on his behalf. 

Today we observed a copy of a letter dated May 26 in which Mr. Taylor 
informed Mr. Shafer that as far as he knows, no particular procedure has been 
set up for Snare-Merritt to report payrolls for workmen’s compensation, compre- 
hensive general liability, and payroll robbery insurance to La Alianza. He there- 
fore asked Mr. Shafer if it would be wise to have La Alianza contact the Snare- 
Merritt people both at Habana and New York and set up a plant for payroll 
reporting that would not involve too much payroll work on the part of Snare- 
Merritt people and at the same time give La Alianza the necessary data. 

Mr. Taylor closes by saying when the procedure has been set up he would like 
to be fully informed of it. 

Will you kindly give this your earliest attention and inform us so that we can 
notify Balmer & Moore and on the behalf also of Mr. Taylor. 

Yours truly, 


May 31, 1955. 
Mr. MIcHAEL J. McBrIDE, 
Ultramar International Insurance, 
New York 5, N. Y. 

DrEAR MIKE: Enclosed is a copy of Snare-Merritt’s letter of May 26, 1955, con- 
cerning a procedure for reporting payrolls to compute premiums on workmen’s 
compensation, comprehensive general liability, and payroll robbery insurance. 

Will you please advise me of your proposed procedure and set it up directly 
with Taylor in accordance with his suggestion. 

I presume Roberto will follow up for us for Nicaro in Habana. 

Kindest personal regards. 

Cordially, 
Erwin M. SHAFER. 
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SNARE- MERRITT, 
New York 6, N. Y., May 26, 1965. 
Re: Contract No. GS—00—B (d)-1516—Extension of the Cuban Nickel Co. plant, 
Nicaro, Oriente, Cuba. 
BALMER & Moore INSURANCE AGENCY, 
Chicago 2, Ill. 
(Attention Mr. Erwin M. Shafer.) 

GENTLEMEN: So far as I know, no procedure has been set up for us to report 
payrolls for workmen's compensation, comprehensive general liability, and pay- 
roll robbery insurance to Alianza. 

Don't you think it would be wise to have Alianza contact our people both at 
Nicaro and Habana, and set up a plan of payroll reporting that will not involve 
too much detail work on our part and at the same time give Alianza the necessary 
data. 

When procedure has been set up I would like to see it. 

Very truly yours, 
SNARE-MERRITT, 
W. E. TAYLor, 
Insurance Adviser. 


JUNE 6, 1955. 
Re your 55-2011; our 55-108. 
Mr. Mike McBripe, 
Ultramar International Insurance, 
New York, 4, N.Y. 

Drar Mike: Mr. Montgomery of Indemnity Insurance Company of North Amer- 
ica called with his assistant, Mr. MeGrehan. The gist of the conversation was 
that while they are very happy to handle our business on the basis that they can 
do business with any brokers they seemed reluctant to grant us an agency 
contract. 

They also pointed out that they are a low premium, low commission company 
and seem to feel that we would not be happy with them except for exceptional 
situations, 

I was frank that our immediate interest in an agency was based on our situation 
concerning compliance or noncompliance with the qualification rules of the State 
of New York, and I think this made Mr. Montgomery feel that he did not wish to 
proceed. In the circumstances I did not press the matter. We can make use of 
their facilities when required as any broker can, and we will probably not be 
prone to use them except when competition makes it necessary to do so. 

I wanted you to know of their visit, and of my appreciation for your efforts and 
those of Mr. Guerrini. 

Kindest personal regards. 

Very truly yours, 
Erwin M. SHAFER. 


JUNE 6, 1955. 
Re 55-2138. 
Mr. Mrke McBripe, 
Ultramar International Insurance, 
New York, N.Y. 

Deak MIKE: Thank you for your letter concerning the closing out of the 
Travelers workmen’s compensation and comprehensive general liability binders. 
We agree that Mr. Taylor and GSA should prefer the issuance of short-term 
policies. 

In this connection can you make arrangements for the issuance of a similar 
short-term policy by Seaboard Surety, and also obtain from them a copy of their 
invoice or bill. The only item we have is a somewhat smudged copy of an in- 
voice which would not reproduce well, and we would prefer that they issue a 
new original and copy to us. I will appreciate it very much if you and they 
Will take the trouble to obtain this for me. The original can be handled directly 
to Mr. Taylor, and the copy send here for our file. 

Very truly yours, 
ERWIN M. SHAFER. 
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ULTRAMAR INTER-AMERICA CorpP., 
New York, June 8, 1955. 
Re Snare-Merritt joint venture, New York 6, N. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, 11. 

Dear MIKE: Concerning the coverage of the workmen’s compensation and 
comprehensive general liability on the New York operations of this risk, we are 
pleased to send you a copy of a letter from the Travelers, confirming cancellation 
of their binders as of April 30, 1955. We will suspense this matter pending the 
receipt of the short-term policies and earned-premium statement to be provided 
by the Travelers. Just as soon as this is received, we will forward them to you. 

Incidentally, on the same subject, we received a copy of the letter dated June 
», addressed to you by Mr. Taylor suggesting that when you receive the earned- 
premium bill and audit statement from the Travelers on this subject they would 
like you to send the original or one copy of the binder. Advices from the 
Travelers that they will issue short-term policies closing out the transaction we 
feel sure will be more satisfactory to Mr. Taylor and the GSA. 

With regard to the P. S. where Mr. Taylor acknowledges receipt of your May 
31 letter and bond bill in the amount of $1,052.67, perhaps you can satisfy Taylor 
und the GSA with a photostatic copy of any invoice or bill from the Seaboard 
Surety if you have received such. If not, then we believe we can obtain an 
original invoice or bill from the Seaboard Surety. 

Kindly keep us advised, 

Yours truly, 
Mircu ak. J. McBripe, Vice President. 


JUNE 2, 1955. 
Re Snare-Merritt joint venture, 74 Trinity Place, New York 33, N. Y. 
ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y. 
(Attention: Mr. Michael J. McBride, vice president. ) 

GENTLEMEN : Confirming the writer’s telephone conversation with you on June 1, 
and with reference to your letter of May 24, and its enclosure, we have confirmed 
with our controlling brokers that it is in order to cancel our coverage as of April 
30, 1955. This pertains to the workmen’s compensation and the comprehensive 
general liability coverages on this risk. 

For your further information, we are requesting our controlling brokers to 
obtain from the assured the necessary payroll rata and information to issue our 
short-term policies. Just as soon as such information is available to us, we will 
proceed with the issuance of our short-term policies and appropriate billing there- 
for, will of course, follow in the usual manner. 

Very truly yours, 
BE. E. FALwer, 
Senior Field Underwriter. 


JUNE 6, 1955. 
Mr. Mike McBripe, 
Ultramar International Insurance, 
New York, N. ¥. 

Dear MrKeE: I have a letter from Snare-Merritt concerning the necessity for 
them to have protection against a possible malpractice suit. You have a copy of 
this letter, and I would appreciate your replying to them on our behalf on our 
stationery sending us a copy of your letter for our files. 

Sincerely yours, 
Hewin M. SHAFER. 
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SNARE-MERRITT, 

A JOINT VENTURE, 

I REDERICK SNARE CoRP.-MERBRITT-CHAPMAN & Scortr Corp., 
New York, N. Y., June 8, 1955. 

Re Contract No. GS-OO-B (d)-1516—Extension of the Cuban Nickel Co. Plant- 

Nicaro, Oriente, Cuba. 
BALMER & MOORE INSURANCE AGENCY, 

Chicago, Lil. 

GENTLEMEN: I think you are aware that there is a modern hospital at Nicaro in 

full operation, owned by the Cuban Nickel Co. which is properiy equipped and 



































. with competent medical, clinical, and surgical personnel. This hospital is fune- 
, | tioning in the form of a private concession, under the direction of Dr. Guillermo 
F ; Dumois, and is taking care of the workmen and employees of the Cuban Nickel 
l Co. (owner) and the Nickel Processing Co. (operator) of the plant. 
7 This hospital will render similar services to the Snare-Merritt personnel en- 
2 gaged in the expansion program and attend to the clinical cases that might arise 
among the workmen and employees of these companies caused by occupational 
y diseases, work accidents, nonoccupational and endemic diseases. 
: Bearing the above in mind, will you please endeavor to have Alianza interpret 
1 their policies and advise us if we have coverage against these hypothetical 
1 cases, 
| 1. In the event of an occupational injury, compensable under the Workmen’s 
i Compensation Act, and then the injured employee sues the doctor or hospital 
alleging malpractice and enjoining Snare-Merritt in the suit. 

2. In the event of a nonoccupational injury or sickness, not compensable under 
the Workmen’s Compensation Act, and then the injured employee sues the 
doctor or hospital alleging malpractice and enjoining Snare-Merritt in the suit. 

We believe that such a malpractice claim against Snare-Merritt would be con- 

i sidered groundless and thrown out of the courts, but we are interested in de- 
q termining whether or not Snare-Merritt would be covered by insurance, and if 
coverage is provided under Alianza’s policies, under which policy would coverage 
be provided in each of the above cases. 
Very truly yours, 
, W. E. Tay tor, Insurance Adviser. 
d 
il 
e JUNE 9, 1955. 
. 1 Re your 55-2144 and 2145 
r \ir, MICHAEL McCBriDe, 
li Ultramar International Insurance, 
= New York, N. Y. 

DraAR MiKE: The manner of handling this inquiry from Snare-Merritt while 
satisfactory in itself suggests to me that it would be preferable in a similar 
situation in the future to have replied to Taylor’s inquiry on Balmer & Moore 

1 stationery and over a signature signed on my behalf. The purpose of this is 
to maintain in all files the channel of Snare-Merritt to Balmer & Moore so far 
as actual brokerage activity is concerned. I think you will agree that this 
would be a preferable procedure for all our sakes, and that this would be the 

best use you could make of the letterheads with which you were provided. 

o Thanks for handling this small matter. If you will advise me as to the 

or timate conclusion of Taylor’s inquiry it will keep my files intact. 
of Kindest regards. 
ir Very truly yours, 


ERWIN M. SHAFER. 






ULTRAMAR INTER-AMERICA CORP., 
New York, June 6, 1955. 
Re Snare-Merritt, 74 Trinity Place, New York, N. Y. 
Mr. ERWIN SHAFER, 
Balmer & Moore, New York, N. Y. 
DEAR MrKeE: The enclosed copy of our letter to Mr. Taylor is self-explanatory. 
We need to await his further instructions if this bond is to be placed. 
Yours truly, 
MicHart J. McBripe. 


74804—56——22 
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JUNE 6, 1955. 
Mr. WILLIAM TAYLOR, 
Insurance, Adviser, 
Snare-Merritt Joint Venture, 
New York, N. Y. 

Drak Mr. Taytox: Balmer & Moore Insurance Agency advise us of your 
request for an annual premium quotation on an $11,000 bond that you may 
issue in accordance with Regulation 83 of the New York State disability bene- 
fits law if you become self-insurers in accordance with the requirements of 
such law. 

This will confirm our telephone conversation advising that the Indemnity 
Insurance Company of North America is agreeable to the acceptance of such 
a bond at the minimum premium of $7.50 per thousand, that is, $82.50 for the 
$11,000 bond. 

Mr. Shafer of Balmer & Moore suggests that if you desire this bond placed, 
to inform us directly. We will attend to it on their behalf. 

We remain, 

Yours sincerely, 
ULTRAMAR INTER-AMERICA CorpP., 
MICHAEL J. McCBripe, Vice-President. 





May 20, 1955. 
Mr. MicHae. J. McBripe, 
Ultramar Inter-American, 
New York, N. Y. 

Dear MIKE: Enclosed is an undated letter probably of May 19 which I woula 
appreciate your following up. Will you advise Taylor of the cost of the bond 
he wants. 

I am sending you a supply of our letterheads and envelopes so that you can 
prepare a reply to this letter without again referring tome. The same will apply 
to any other routine correspondence which may be required, and will avoid the 
delay of obtaining information from you, putting in into a letter here and then 
submitting it to you for transmittal. I know that you will exercise proper dis- 
cretion in the use of our letterheads, and that they will not be used except for 
routine correspondence, or for other than routine correspondence, or for other 
than routine correspondence only with our permission and consent. 

Please provide me with a copy of the letter which you send Taylor for my 
files. I think there is no objection to your signing the letter with my name, per 
the name of your secretary or whomever you choose. 

Kindest regards. 

Very truly yours, 
ERWIN SHAFER. 


SNARE-MERRITT 


A JOINT VENTURE 


FREDERICK SNARE Corp., 
MERRITT-CHAPMAN & Scorr Corp., 
New York, N. Y. 
Re contract No. GS—OO-B(d)-1516—Extension of the Cuban Nickel Co. plant, 
Nicaro, Oriente, Cuba 
BALMER & MooRE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin M. Shafer.) 


GENTLEMEN: We placed insurance under the New York State disability benefits 
law with the Travelers Insurance Co. and later canceled it and replaced it with 
the Massachusetts Bonding & Insurance Co. 

Now GSA are asking us to consider self-insuring, and it is our understanding 
that in order to do so we would have to post an $11,000 bond in accordance with 
regulation 83 of the New York State disability benefits law. 

Will you please let us know the annual premium for such a bond. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 
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JUNE 9, 1955. 
Re your 55-2179. 
Mr. MIcHAEL McBriIpe, 
Ultramar International Insurance, 
New York 4, N. Y. 

DEAR MIKE: We have been aware of the Moas Mines situation and Freeport 
Sulphur Co. since before the Nicaro situation became active between us, and we 
have been watching it very carefully. 

I anticipate being in New York and Washington this month, and I will be 
following up this item as a matter of course. However, everything is grist for 
the mill, and I hope you will continue to keep me advised on this and any other 
pertinent matters in the same fashion at every opportunity. 

Very truly yours, 
ERWIN M. SHAFER. 


ULTRAMAR INTER-AMERICA CorP., 
New York, June 8, 1955. 
Re Moas Mines located about 40 miles from the Nickel plant at Nicaro, Cuba. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago 2, Ill. 

DEAR MIKE: We received news from our Havana office that the United States 
Government will soon start a project for the exploration of these mines and 
that they have approved a budget of $55 to $60 million in connection therewith. 

We contacted Mr. Jerry Maiers of the National Lead Co., telling him that this 
news had reached us and he informed us that the National Lead have no interest 
in the subject and further that it is his understanding that it will be handled 
entirely differently from their contract on the expansion project of the Nickel 
plant at Nicaro. He reminded us that the Moas Mines project is the one in 
which the Freeport Sulphur Co. have the interest. Our files of several years ago 
reflect that the Freeport Sulphur Co. planned to develop Moa Bay with its own 
funds. Jerry Maiers understands that they are borrowing the money from the 
United States Government through the GSA. 

From other sources we investigated we learned the Freeport Sulphur borrowed 
several millions of dollars and are currently constructing a pilot plant near 
New Orleans as a preliminary to the processing of the ore which will be shipped 
from Cuba to the pilot plant. We understand that it will take another year 
until the pilot plant is completed. We are further told that if the experiments 
are successful, it may take a further year and a half to construct a new plant 
at the Moa Bay site. 

In view of the various sources of information which furnished us with the 
news we have, would you follow through and learn from the GSA if this project 
is nearing an early determination. Do they soon plan to start construction? 


SNARE-MERRITT, 
New York, N. Y., June 10, 1955. 
Interoffice letter to: Snare-Merritt, Havana, Cuba. 
From: Mr. William E. Taylor, New York, N. Y. 
Subject: Insurance. 
Attention: Mr. W. R. Pole. 

In response to the P. 8. on my copy of your June 8, 1955, letter to Mr. Pinkley, 
will you please tell Mr. Franca to contact Balmer & Moore Insurance Agency, No. 
77 West Washington Street, Chicago 2, IIL, regarding the arrangements for the 
brokerage fees. 

I do not know Mr. Franca’s address or I would write directly to him. 

Very truly yours, 
W. E. TAY or. 


JUNE 13, 1955. 
Mr. MicHarEL McBripe, 
Ultramar International Insurance, 
New York 4, N. Y. 
Dear MIKE: Enclosed is a copy of an interoffice letter I received through the 
courtesy of Bill Taylor. Mr. Franca is unknown to me, but probably known to 
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our people in Havana. Perhaps you can find out more about this by talikng with 
Bill Taylor. 
Very truly yours, 
FERWIN SHAFER. 


SNARE-MERRITT, 
New York, N. Y., June 10, 1955. 
Interoffice letter to: Snare-Merritt, Havana, Cuba. 
From: Mr. William BE. Taylor, New York. 
Subject: Insurance. 
Attention: Mr. W. R. Pole. 

In response to the P. 8. on my copy of your June 8, 1955 letter to Mr. Pinkley, 
will you please tell Mr. Franca to contact Balmer & Moore Insurance Agency, 
No. 77 West Washington Street, Chicago 2, Ill., regarding the arrangements for 
the brokerage fees. 

I do not know Mr. Franca’s address or I would write directly to him. 

Very truly yours, 
W. E. Tayior. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 18, 1955. 
Re your letter 55-112. 
Mr. ERWIN SHAFER, 
Baimer & Moore, Chicago 2, 1U. 

DEAR MIKE: We await the short term policies and earned premium bills from 
the Travelers Insurance Co. on the workmen’s compensation and comprehensive 
general liability binders on the New York operations. 

Regarding the Seaboard Surety fidelity bond, we are obtaining a new original 
and copy of the bill for the earned premium thereon. It is not practical to 
obtain a short term contract on a fidelity bond because by nature, unlike the 
term insurance policies on workmen’s compensation and comprehensive general 
liability, fidelity bonds are indefinite, all owing for a period of discovery which 
might trace this back to the time that the insurance company was under binder 
on a risk. 

Therefore, upon receipt of the original new invoice, we will forward same 
directly to Mr. Taylor and send a copy to you for your files. 

Best regards, 

Yours truly, 
Micu ak. J. McBripe, 
Vice President. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 18, 1955. 
Re your letter 55-113 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago 2, Iu. 

Dear MIKE: Jerry Maiers has been thoroughly informed verbally about the 
situation surrounding experience credit rating. He has also been made familiar 
with the reason for the delay in the preparation of the definite policies and only 
yesterday confirmed to me that Mr. Taylor and himself are in the process of 
“jroning out any wrinkles” preparatory to our proceeding with the issuance 
of the definite policies. 

Our files both in Havana and New York reflect the situation surrounding the 
experience credit rating matter and we believe that you can be assured there 
is no particular need to prepare a separate file for this purpose. 

We will continue to keep you informed about these developments. 

Yours truly, 
MIcHAEL J. McBRIDE, 
Vice President. 
P. 8.: This dictated June 8, 1955. 
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SNARE-MERRITT, 
Habana, Cuba, June 18, 1955. 
Mr. PorFrrRIo FRANCA, 
Habana, 


Dear Mr. FRANCA: In response to your verbal request as to the party with 
whom you should make contact regarding the handling of the portion of the 
insurance brokerage fees, which you will share with a brokerage firm in the 
United States, you are advised that you should contact Balmer & Moore Insur- 
ance Agency, 77 West Washington Street, suite 1605, Chicago 2, Ill. 

This information has been passed on to us by our New York office, and you 
should contact the aforementioned brokerage firm directly. 

Very truly yours, 
SNARE-MERRITT, 
W. R. Pots, 
Manager, Habana Office. 


JUNE 10, 1955. 
Mr. MicHAet J. McBripe, 
Ultramar International Insurance, 
New York 4, N. Y. 

Dear MIKe: I have just received a letter, a copy of which is enclosed, con- 
cerning the error Mr. Taylor made in advising us as to the quotation of El Globo 
on the commercial blanket bond. The entire matter will have to be taken up 
with Seaboard, and they will have to provide us with a new invoice (and copy, 
please) so that we in turn may issue a corrected invoice to Snare-Merritt. 

I add by apology to Taylor’s and hope this will not involve you in more than 
a routine correction. 

Very truly yours, 
ERWIN SHAFER, 

P. S.: I am sending for your convenience the photostat copy of El Globo’s 
letter to Snare-Merritt. When it has accomplished its purpose, please return 
it for my files. 

E. S. 


SNARE-MERRITT, FREDERICK SNARE CorpP., 
MERRITT-CHAPMAN & ScoTT CorpP., 
New York, N. Y., June 9, 1955. 
Re primary commercial blanket bond. 
BALMER & MOoRE INSURANCE AGENCY, 
Chicago 2, Til. 
(Attention : Mr. Erwin M. Shafer.) 

GENTLEMEN : In my letter to you of May 17, 1955, I requested that you cancel 
the Seaboard Surety Co. binder which was in effect from October 28, 1954, to 
April 30, 1955, on the basis of short rate of El Globo’s annual quotation of 
$1,503.82. 

That was an error. The $1,503.82 quotation was from Alianza. El Globo’s 
annual quotation is $1,347.68 as per copy of their bid which I am enclosing. 

Will you please have the earned premium bill changed to short rate of $1,347.68 
and send us your new invoice, and GSA will also require a substantiating invoice 
from the Seaboard. 

I sincerely regret this error and the additional work it will necessitate. 

Very truly yours, 
W. E. Tayvor, Insurance Adviser. 


JUNE 10, 1955. 
Mr. MICHAEL McBRIDE, 
Ultramar International Insurance, 
New York, N. Y. 


DEAR MIKE: I sent you a copy of Snare-Merritt’s letter of June 9 concerning 
the liquidation of the temporary binders placed in Cuba. As you know, I asked 
Taylor how this should be handled because he was taking the initiative in securing 
the cancellation of the binder instead of having us do it as he did in New York. 
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I presume that his letter means that we can proceed to secure these commis- 
sions to ourselves as we did in New York, and I am, therefore, sending you copies 
of our letter of appointment as broker of record in sufficient quantity so that you 
may have 1 for your office, 1 for North America if required, and 2 for Habana. 

I presume Mr. Franca is known to our people in Habana and that you will 
direct them to take the necessary steps to secure the cancellation of the binders 
and the presentation of invoices via Balmer & Moore. 

Very truly yours, 
ERWIN SHAFER. 


SNARE-MERRITT, 
FREDERICK SNARE CorRP.—MERRITT-CHAPMAN & ScorrT CorpP., 
New York, N. Y., June 9, 1955. 
BALMER & Moore INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin M. Shafer.) 

GENTLEMEN: This will acknowledge your June 2, 1955, letter and you are 
correct in your understanding that Snare-Merritt is arranging for the liquida- 
tion of the temporary binders placed in Cuba. 

As to how you are to protect yourselves concerning commissions on the can- 
celed binders—don’t you think that this is a matter you and Mr. Franca should 
handle between yourselves. 

Very truly yours, 
W. E. TAytor, Insurance Adviser. 


JUNE 2, 1955. 
Mr. W. E. TAYLOR, 
Snare-Merritt (A Joint Venture), 
New York, N. Y. 

Dear BmiLu: In connection with the cancellation of the binders on the Cuban in- 
surance coverage, which, as far as we know, was handled by Frederick Snare’s 
Cuban representative; will you advise us whether there is any action which we 
should take in this connection on your behalf, or to protect ourselves concerning 
commissions on the canceled insurance. 

Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 2, 1955. 
Re your letter 55-104. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 

DeAR MIKE: We never received a copy of the letter from Snare-Merritt appoint- 
ing Balmer & Moore to be their agent of record. 

When I visited you in Chicago you were expecting at that time a draft of the 
letter. When you receive the new letter will you kindly send us 2 or 3 photo- 
static copies thereof for our New York and Habana files? 

We are informed that no credit experience rating exists on the Frederick 
Snare Corp. operations in Cuba. Snare-Merritt as a new venture has not been 
in operation long enough to develop any experience for a long enough period. 
It is because such emphasis was placed on the fact that the Frederick Snare 
Corp. in Cuba was receiving the benefits of an experience credit rating plan 
through previous underwriters and therefore wanted the benefits of that plan 
to accrue to the Snare-Merritt joint venture operation that we readily agreed 
to apply any such officially authorized existing plan to the new venture. As 
explained previously, it was discovered that no such plan existed. 

Nevertheless, as we informed you, La Alianza is initiating steps to establish, 
particularly as to the Snare-Merritt venture, an experience rating plan in favor 
of Snare-Merritt on this project. As this matter progresses, we will keep you 
informed. 

Yours truly, 
MicHaet J. McBripe. 








GOVERNMENT NICKEL PLANT AT NICARO, CUBA 335 


































































\is- ULTRAMAR INTER-AMERICA CORP., 

ies New York, June 16, 1955. 

rou Re your letter 55-117. 

. Mr. ERWIN SHAFER, 

vill Balmer & Moore, Chicago, Ill. 

ate Dear MIKE: We acknowledge receipt of the above letter together with the 
enclosure, being copy of the letter of June 9 from Snare-Merritt, Mr. W. E. Taylor, 

insurance adviser, noting that the Seaboard Surety should base their earned 

3 premium on the El Globo annual quotation of $1,347.68. 

This information has been passed to Mr. Hamilton of the Seaboard Surety 
and as soon as the corrected invoice is received, we will enclose it to Mr. Taylor 
of Snare-Merritt, using Balmer & Moore stationery. 

. Thanking you for the privilege of observing the photostatic copy of El Globo’s 
letter of January 27, 1955, to Snare-Merritt, which we return herewith, we remain, 

Yours truly, 

MicHaet J. McBripe. 
are P. S.—Before receiving your advices and the copy of the letter from Mr. Taylor, 
da- we prepared our letter of June 14 which we send herewith. Ignore the reference 

to the Seaboard Surety invoice for an earned premium of $1,052.67 because that 
an- bill is being spoiled because of the issuance of the new one. The other informa- 
uld tion contained in our letter of June 14 is still pertinent to your interests. We 
did not send the Seaboard bill of $1,052.67 to Mr. Taylor because of the corrected 
advices. 
Ne 
ULTRAMAR INTER-AMERICA CORP., 

5. New York, June 14, 1955. 
Mr. ERWIN SHAFER, 

Balmer & Moore, Chicago, Ill. 

DeaR MIKE: With further reference to your letter No. 55-112 of June 6, we 

. in- : send you herewith a copy of a letter addressed to Mr. W. E. Taylor, insurance 

re’s adviser of Snare-Merritt, a joint venture, together with a copy of the Seaboard 

we Surety Co. invoice for the earned premium of $1,052.67. We trust we have 
ing | handled this to your satisfaction. 

Incidentally, as per your instructions in the past, the stationery and envelopes 
of Balmer & Moore were used in our communication with Mr. Taylor. 

R. With regard to the Travelers Insurance Co. workmen’s compensation and 
comprehensive general liability coverage for the period up to April 30, we wish 
to inform you that today we checked with Mr. BE. FE. Faller, senior field under- 

5. writer of the New York office of the Travelers and he informed us that he is 
awaiting from the previous controlling brokers the necessary payroll data and 
information to issue the short-term policies and the appropriate billing. Just 
as soon as this comes to their hands it will be processed and when we receive 

; the necessary invoices and short-term policies we will handle it in accordance 

yint- with the fashion you wish us to use. 

We have been hoping you would give us some indication as to when you are 

the heading toward New York because, as I reminded you, our president, Enrique 

,0to- Godoy, is here and he specifically asked me that on your next trip to New York 

. within his stay here that he invites you to have lunch with him. Enrique will 
rick be here through the weeks of June 19 and June 26, excepting for the Friday of 
been that latter week, and if it is at all convenient for you in connection with your 
riod. other missions toward the east, please let me know if we can make a date with 
nare you for Enrique. 

plan Thanking you and with kindest regards, I remain, 

plan Yours cordially, 

reed Micnaet J. McBrivr, 

AS Vice President. 
lish, 

‘avor ' COMPANIA CUBANA DE SEeGuROS “EL GLoBo,” S. A., 

you Habana, January 27, 1955. 

Re primary commercial blanket bond. 
Messrs. SNARE-MERRITT, 
DE. New York 6, N. Y. 


(Attention: Mr. W. E. Taylor.) 


DEAR Strs: We thank you for the letter of January 20 from your Habana office 
regarding a quotation for the above. 
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We take pleasure in quoting as follows: 


lyear | 3 years 
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We enclose specimen copy of the bond and endorsements which we would pro- 
pose to use if favored with the business. 

The bond that we would issue would be reinsured 100 percent with the Globe 
Indemnity Co., of 150 William Street, New York, and if the business is placed 
with us, we undertake to furnish satisfactory evidence of such reinsurance. 

Yours very truly, 
[Illegible. ] 
Manager. 


ULTRAMAR INTER-AMERICA CoRrP., 
New York, June 17, 1955. 
Mr. ERwWIn SHAFER, 
Balmer & Moore, Chicago, Ill. 


Dear MIKE: This is to keep you informed that we have attended the letter of 
June 15, 1955, addressed to you by Mr. Taylor. 
We remain, 
Yours truly, 
MICHAEL J. MCBRIDE. 


JUNE 17, 1955. 
To: Armando Lago, vice president. 
From: Michael J. McBride, vice president. 
Subject: Snare-Merrit joint venture, payroll robbery cash in transit. 


We enclose herewith photostatic copy of a copy of a letter and enclosures 
addressed to Balmer & Moore, in Chicago, June 15, 1955, by Mr. W. B. Taylor, 
insurance adviser of Snare-Merritt, respecting the above. 

As Mr. Shafer, of Balmer & Moore, in Chicago, usually expects us to provide 
the answers to these questions, will you kindly comply with the requests of Mr. 
Taylor and in your reply kindly send an extra copy of your letter for Mr. Shafer 
so that his files will be complete. 

Balmer & Moore, it is also likely, would desire copies of the samples of each 
policy you prepare and thereafter copies of the definitive policies. 

Thanking you for your attention to this matter, we remain 

Yours sincerely, 
M. J. McBripe. 


JUNE 20, 1955. 
Mr. MIcHAEL McBRIDE, 
Ultramar International Insurance, 
New York 4, N.Y. 

Dear MIKE: We have received a letter from Snare-Merritt dated Jtine 15, 
concerning the payroll robbery insurance at Nicaro, Cuba, and the issuance of 
definitive policies. 

Will you please provide us with copies of all correspondence to enable us to 
remain current with the situation. 

Very truly yours, 
PrRwin M. SHAFER. 
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SNARE-MERRITT, A JOINT VENTURE, 
New York i. N. Y. 
3ALMER & MOORE INSURANCE AGENCY, 
Chicago 2, Ill. 


(Attention: Mr. Erwin M. Shafer.) 


GENTLEMEN : We placed insurance under the New York State disability benefits 
law with the Travelers Insurance Co. and later canceled it and replaced it with 
the Massachusetts Bonding & Insurance Co. 

Now GSA are asking us to consider self-insuring, and it is our understanding 
that in order to do so we would have to post an $11,000 bond in accordance with 
regulation 83 of the New York State disability benefits law. 

Will you please let us know the annual premium for such a bond. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 


JUNE 20, 1955. 
Re your 55-2337 
Mr. MICHAEL McBrIDE, 
Ultramar International Insurance, 
New York 4, N. Y. 

Dear MIKE: Your correspondence on our behalf on our stationery signed as 
indicated by you appears to me to be entirely satisfactory, and should previde 
satisfactory protection for both of us. 

Very truly yours, 
Erwin M. SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York 5, N. Y., June 17, 1955. 
Re your letter 55-115. 
Mr. ErRwWIN SHAFER, 
Balmer & Moore, Chicago 2, Ill. 

Dear MIKE: We observe all situations concerning correspondence with Snare- 
Merritt that we use Balmer & Moore stationery over a signature signed on your 
behalf and we will follow that procedure with a copy of all such letters that 
we would type: 

“Very truly yours, 
“ERWIN SHAFER, 
“Through ULTRAMAR INTER-AMERICA CoRrP., 
“MICHAEL J. MCBRIDE, 
“Vice President.” 

In the office, when answering on your behalf, this is the manner that has been 
recommended to me. 

Kindly advise us if this meets with your approval. 

Yours truly, 
ULTRAMAR INTER-AMERICA CoORP., 
MIcHAEL J. McBrIDE. 
Memo from Erwin “Mike” Shafer, Fidelity Bond (via El Globo and Globe). 


JUNE 20, 1955. 
Mr. MICHAEL McBripe, 
Ultramar International Insurance, 
New York, N.Y. 

Dear MIKE: We have received a letter from Snare-Merritt dated June 17 
concerning the placing of the Fidelity bond via El Globo and Globe. The pur- 
pose of this letter is to initiate our file concerning this subject. Will you please 
provide us with copies of all correspondence to enable us to remain current with 
the situation, and also with a copy of the definitive poley when issued? 

Very truly yours, 
ERWIN M. SHAFER. 
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JUNE 20, 1955. 


Re Seaboard Surety Co. primary commercial bond NY 47682 Snare-Merritt joint 
venture 


Mr. W. E. TAyYtor, 
Insurance Adviser, Snare-Merritt Joint Venture, 
New York, N. Y. 

Dear Mr. Taytor: In accordance with your corrected advices as to the basis of 
determining the earned premium under the binder of the Seaboard Surety Co., 
we are pleased to inform you that they have furnished us with the corrected bill 
and we send you the original thereof showing the earned premium to be $943.38. 
This adjustment has been made in view of El Globo’s annual quotation being 
$1,347.68. 

Ultramar Inter-America Corp. is acting as the New York intermediary for 
your brokers Balmer & Moore, insurance agency of 77 West Washington Street, 
Chicago. 

Trusting you will find same in order, we remain, 

Yours very truly, 
BALMER & Moore, 
ERWIN SHAFER. 
(through Ultramar Inter-America Corp.) 
MICHAEL J. McBrIpgE, 
Vice President. 

P. S. Copy of bill forwarded to Balmer & Moore together with copy of this 

letter. 


SNARE-MERRITT, A JOINT VENTURE, 
FREDERICK SNARE CorP.-MERRITT-CHAPMAN & Scott CorpP., 
New York, N. Y., June 21, 1955. 


Re Contract No. GS—OO-B (d)-1516—Extension of the Cuban Nickel Co. Plant- 
Nicaro, Oriente, Cuba 


Re Primary commercial blanket bond 


BALMER & MooRE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin M. Shafer.) 

GENTLEMEN: I have received from Mike McBride the Seaboard Surety Co. 
bill to Ultramar Inter-America Corp. in the amount of $943.38. 

Now will you please bill this on your billhead to Snare-Merritt. 

I wonder if, in the future, you and Mike would continue to address your letters 
to me at Snare-Merritt, 74 Trinity Place, but address the envelope and mail it 
to me at Frederick Snare Corp., 233 Broadway, New York, N. Y. 

This will cut almost 24 hours off the mailing time. 

Very truly yours, 
W. E. Taytor, Insurdnce Adviser. 


JUNE 24, 1955. 
Re Your 55-2382. 
Mr. MIcHAEL McBRIDE, 
Ultramar International Insurance, 
New York, N. Y. 

Dear Mike: Thanks for your advice concerning auditing of the payroll 
figures in order to determine the earned premium bills by Travelers Insurance 
Co. 

Please contact Mr. Taylor concerning the nonownership liability policy on auto- 
mobiles and determine if we can be of service to them. If so this can be placed 
with North America or with American Surety Co., or any other good underwriter 
you deem advisable who is acceptable to Snare-Merritt. 

Please advise me concerning results of your conversation with Mr. Taylor. 

Very truly yours, 
ErRWIN M. SHAFER. 
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ULTRAMAR INTER-AMERICA CORP., 
New York, June 21, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 


DEAR MIKE: We have followed up Mr. Faller of the Travelers Insurance Co. 
with regard to the earned-premium bills of the workmen’s compensation and com- 
prehensive general liability temporary binder up to April 30, 1955. 

Today Mr. Faller advised us that thus far they have not received the payroll 
figure permitting them to calculate the earned premium. Accordingly, they 
find it necessary to assign an auditor to gain this information and have been 
advised to contact Mr. John Bruckner of Snare-Merritt, a joint venture, at 
74 Trinity Place for this purpose. They assured me that as soon as they have 
this data, the earned-premium bills will be prepared and forwarded in your 
name to us for attention. 

Incidentally, Mr. Faller advises us that there is some other outstanding cov- 
erage upon which they have received no instructions as to termination of the 
Travelers liability and replacement with some other underwriter. 

This is a nonownership liability policy on automobiles in the name of the 
Snare-Merritt, joint venture, through the New York office at 74 Trinity Place. 

Kindly advise what action should be taken in connection with this because as 
you know, this is something that has not been picked up by La Alianza or the 
North American Companies. 

Yours very truly, 
ULTRAMAR INTER-AMERICAN CoORP., 
MICHAEL J. McBripe, Vice President. 


JUNE 24, 1955. 
Re Yours 55-2379—Snare-Merritt letter of June 21, 1955. 
Mr. MicHAart McBripe, 
New York 4, N. Y. 

Dear MriKE: We have sent Mr. Taylor our invoice in the amount of $943.38 
covering the Seaboard Surety Co. canceled binder on the primary commercial 
blanket bond. 

Very truly yours, 
ERWIN M. SHAFER. 


ULTRAMAR INTER-AMERICA CoOkr., 
New York, June 21, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago 2, Ill. 

DeaR Mike: Mr. William E. Taylor, insurance adviser of Snare-Merritt—A 
Joint Venture, telephoned me today to inquire if we had a supply of Balmer 
& Moore invoices. We were obliged to inform him that the only stationery we 
had of Balmer & Moore are your letterheads and envelopes. Bill did not pursue 
the matter further. 

Yours very truly, 
MiIcHAEL J. MCBRIDE, 
Vice President. 


JUNE 24, 1955. 
Re Your 55-2354—Fidelity bond, Cuba and United States. 
Mr. Micuart McBripe, 
Ultramar International Insurance, 
New York 5, N. Y. 
Drar MrKe: Thank you for following through on this matter. 
I am fully in accord with your procedure and have no additional instructions. 
Please advise us concerning further developments in this matter. 
Very truly yours, 
ERWIN M. SHAFER. 
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ULTRAMAR INTER-AMERICA CorP., 


New York, June 20, 1955. 
Re Fidelity bond Cuba and United States 


Mr. Erwin SHAFER, 
BALMER & Moors, 
Chicago 2, Ill. 

Dear MIKE: We received a copy of the letter dated June 17, 1955, which Mr. 
W. E. Taylor, Insurance adviser of Snare-Merritt forwarded to you. 

El Globo is represented in Cuba by the office of Mr. G. F. Kohly. They have 
a New York office at 100 William Street and following the instructions you have 
given us previously, we assume that you wish us to act again on your behalf 
and we are accordingly passing a copy of the letter of June 17 through the New 
York office of Mr. G. F. Kohly for their attention. 

We are asking for an additional copy of the sample policy for your records 
and just as soon as this is received we will pass the number of copies desired 
by Mr. Taylor to him. 

If you have any further instructions in connection therein, kindly advise us. 

We remain, 

Yours very truly, 
MIcHAEL J. McBripe, 
Vice President. 


JUNE 20, 1955. 
G. F,. Ko#Ly, 
New York 38, N. Y. 
(Attention: Mr. Girard.) 


Dear Mr. GrrArD: Enclosed herewith find photostatic copies of a letter dated 
June 17, addressed to brokers Balmer & Moore, insurance agency in Chicago, IIL, 
for your attention through your Havana and New York office. 

Ultramar Inter-America Corp. are acting under instructions of Balmer & 
Moore as their New York intermediary on this and other risks connected with 
the Snare-Merritt Joint Venture project. We have been requested to have you 
issue the quadruplicate copies of the sample or samples of the proposed bond or 
bonds, and in addition, to furnish two extra copies of each for the Balmer & 
Moore files and send all of same, quadruplicate and extra copies to this office. 

Thanking you, we remain, 

Yours truly, 
BALMER & Moore, 
ERWIN SHAFER, 
(Through) ULTraAMAR INTER-AMERICA CoRP., 
MIcHAEL J. McBriIpE, 
Vice President. 


JUNE 24, 1955. 
Re Nicaro nickel expansion project, plant DOD No. 441, Nicaro, Cuba. 
PoRFIRO FRANCA Y ECHARTE, 
Seguros y Fianzas, Habana, Cuba, 

Dear Srr: Thank you for your letter of June 14, 1955. We have received an 
appointment to represent Snare-Merrittt as insurance brokers of all insurance 
matters in Cuba and New York State on the above project with the understanding 
that we will pay one-third of the total commissions to an insurance broker to be 
designated by Snare-Merritt. A photostat copy of this letter is available for 
your examination at the Habana office of La Alianza. As our respective letters 
do not designate specific fields of activity, we recommend to you the advantages 
of your working directly with La Alianza, who are now engaged in the preparation 
of definitive policy drafts under instructions from Snare-Merritt, who are also 
acting for us in connection with those policies which have been awarded to El 
Globo. 

New York insurances are being handled in New York on our behalf by Ultra- 
mar Inter-America Corp., 60 Wall Street, New York, N. Y. We prefer that you 
establish direct connection with our representatives for the handling of all rou- 
tine matters in order to save time, but we will appreciate receiving copies of your 
correspondence in our own office. 
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With reference to earned commissions, we prefer to establish that the earned 
commissions shall be paid to us in the United States so that we may avoid Cuban 
taxation, on what is for us, business between two corporations of the United 
States. In order to do this it may be necessary that premiums be paid to us so 
that we can deduct our commission and forward the balance, including your pro- 
portionate share of commission, to the insuring company who will then make 
payment to youin Cuba. Such an arrangement should enable us to avoid double 
taxation. 

We will necessarily have additional correspondence concerning this matter 
when Snare-Merrittt has established their method of payment of invoices. 
Please advise us concerning any additional matters you feel should be brought 


to our attention, or of anything we might do to enhance our service to Snare- 
Merritt. 


Very truly yours, 
ERWIN M. SHAFER. 


ULTRAMAR INTER-AMERICA CorP, 
New York, June 28, 1955. 
Re Snare-Merrittt, a joint venture. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago, Ill. 


DEAR MIKE: In response to your recent inquiry, kindly be advised that our 
Habana office informs us of the following address: Mr. Porfirio Franca, Habana 
153, Post Office Box 626, Habana, Cuba. 

With best regards, we remain, 

Yours sincerely, 
MICHAEL J. McBripe, 
Vice President. 


PORFIRIO FRANCA Y ESCHARTE, 
Habana, June 14, 1955. 


Re Nicaro nickel expansion project, Plant DOD No. 441, Nicaro, Cuba 


BALMER & MOORE INSURANCE AGENCY, 
Chicago Ill. 

Dear Sirs: I received a letter from Mr. W. E. Taylor, insurance adviser of 
Snare-Merritt, appointing me to represent them as insurance broker on all 
insurance matters in Cuba and New York State on the above project, with 
the understanding that I shall pay two-thirds of the total commissions to an 
insurance broker to be designated by them. 

On June 13, 1955, I received a letter from Mr. W. R. Pole, manager of the 
Habana office, informing me that I should contact directly with you on this 
matter. 

Will you please let me know if you want copies of policies and endorsements 
and the way your earned commissions should be settled to you? 

It is understood that if your share is to be forwarded by draft then stamp 
an 2 percent exporting money taxes and bank commission should be deducted 
in each payment. 

Very truly yours, 
PORFIRIO FRANCA Y ESCHARTE. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 28, 1955. 


Re Snare-Merritt, a joint venture, your letter 55-125, June 24, 1955 


Mr. ERwIn SHAFER, 
Balmer & Moore Insurance Agency, 
Chicago, Ill. 
Dear MIKE: Coincident with receipt of the above-captioned letter this morn- 
ing, the letter of June 22 of Mr. W. BE. Taylor requesting changes in La Alianza 
and North America binders was passed to the writer for attention. 
Accordingly, we will comply with Mr. Taylor’s request for an original and 
four copies of this addenda to the various binders. We will keep you advised. 
Yours very truly, 
MICHAEL J. McBRIDE, 
Vice President. 
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Snare-MERRITT 
New York, N. Y., June 27, 1955. 
Interoffice letter to: Snare-Merritt, Habana, Cuba 
From: Mr. William E. Taylor, New York, N. Y. 
Subject: Fidelity Bond, El Globo 
Attention: Mr. W. R. Pole 

We are returning the completed bond applications, in duplicate, for New York 
and Nacaro to you for transmittal to El Globo because it is felt that you should 
review the first page of the applications. 

When transmitting these to El Globo please tell them that the premium is to 
be based on the positions set forth in organizational charts which were sub- 
mitted and not on the classifications shown on the applications. 

Also, El Globo’s definitive bond, when ordered, is to be based on my June 
17, 1955, letter to Balmer & Moore with copy to you. 

Very truly yours, 
W. E. TAywor. 


JUNE 24, 1955. 
Mr. MIKE McBr Dr, 
New York, N. Y. 

Dear MIKE: You have been provided with Mr. Taylor’s letter of June 22 con- 
cerning the addition to La Alianza and North America bidders, and I presume 
their request can and will be complied with. 

Please keep me advised. 

Very truly yours, 
Erwin M. SHAFER. 


SNARE-MERRITT (A JOINT VENTURE), 
FREDERICK SNARE Corv.-MERRITT-CHAPMAN & ScorT Corp. 
New York, N. Y., Jume 22, 1955. 


Re Contract No. GS—00—-B (d)-1516—Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba 


BALMER & MoorRE INSURANCE AGENCY, 
Chicago, Iu. 


(Attention: Mr. Erwin M. Shafer.) 

GENTLEMEN: We have been advised by GSA through National Lead Co. that 
the Alianza and North America binders have been reviewed and were found 
generally acceptable by GSA except, they request that each binder be endorsed 
to provide for a 30-day written notice to the Nickel-Graphite Committee, General 
Services Administration, room 6827, General Services Building, Washington, 
D. C., United States of America prior to any change or cancelation, and that the 
binders for the two comprehensive liability coverages be endorsed to name the 
“United States of America acting for and through the General Services Adminis- 
trator” as an additional insured. 

As Mr. Enrique Godoy is still here in New York I am sending a copy of this 
letter to Mr. McBride of Ultramar in the hopes that the New York office can 
issue this addenda to the binder which will be required in original and four 
copies. 

Very truly yours, 
W. E. Taytor, Jnsurance Adviser. 


JUNE 30, 1955. 
Re Your 55-2458. 
Mr. MicHAeEt J. McBripe, 
Ultramar International Insurance, 
New York, N. Y. 

Dear MIKE: With reference to automobile nonownership coverage we feel that 
as brokers of record there need be no embarrassment concerning the placement 
or the continuance of this coverage. We recommend that you consider whether 
your own convenience is furthered by continuing the placing of this insurance 
with Travelers or whether you prefer to shift it to some other company with 
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whom you are more closely allied, or who will give you better service on claims. 
Having made this determination I recommend that you contact Mr. Taylor and 
propose it as coming from us, and request a letter from him authorizing your 
recommended procedure, or some other procedure which he prefers if he has a 
preference. 
Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, June 28, 1935. 
Re Snare-Merritt Joint Venture, New York, N. Y. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

Dear MIKE: Coincident with the receipt of your letter No. 55-126, dated June 
24, we received a letter from the Travelers, dated June 21, 1955, copy of which 
we enclose. We informed Mr. W. E. Taylor of this Travelers’ letter and he said 
he would be glad to see the Travelers’ auditors when they arrived. 

Respecting the automobile nonownership coverage, we asked Mr. Taylor about 
this and whether this liability should be replaced with a company other than the 
Travelers. He informed us this would not be necessary. According to instruc- 
tions from the GSA as to what disposition will be made of that binder, we re- 
ceived the impression that he may cancel it as of April 30, 1955, but we received 
no instructions to take any action in connection with it. 

With best regards, we remain, 

Yours sincerely, 
MicHAEL J. McBripe, 
Vice President. 


. JUNE 21, 1955. 


Re Snare-Merritt Joint Venture, New York, N. Y. 


ULTRAMAR INTER-AMERICA CORP., 
New York N. Y. 


Attention: Mr. Michael J. McBride, Vice President. 

GENTLEMEN: This will confirm yotr telephone conversation with Mr. Faller 
on June 21, at which time he advised you we were unable to obtain the necessary 
payroll information from the broker of record, and we are therefore arranging 
to have one of our own auditors visit the office of Snare-Merritt as soon as pos- 
sible to obtain the payroll figures. 

As respects the automobile nonownership coverage we are presently affording 
the assured, we understand you will contact the Balmer & Moore insurance 
agency in order to obtain instructions as respects the cancellation of the out- 
standing policy. 

Very truly yours, 
J. H. FISHER, 
Assistant Field Underwriter. 


JUNE 30, 1955. 
Mr. W. E. TAY Lor, 
Insurance Adviser, 
Snare-Merritt a Joint Venture, 
New York, N. Y. 

Dear Mr, Taytor: With regard your letter of June 3, 1955, wherein you refer 
to the modern hospital at Nicaro and the fact that same is functioning in the 
form of a private concession under the direction of Dr. Guillermo Dumois, and 
is taking care of the workmen and employees of the Cuban Nickel Co. (owner) 
and the Nickel Processing Co. (operator) of the plant and will render similar 
services to the Snare-Merritt personnel, we wish to give answer to the hypotheti- 
cal cases to which you refer. 

We communicated with La Alianza, underwriters of the workmen's compen- 
sation insurances on Snare-Merritt and through Godoy-Sayan, Habana, who sub- 
mitted this opinion by the lawyers of La Alianza, Messrs. Nunez, Mesa, and 
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Machado, who have given reply to the questions raised by you and we now en- 
close a copy of their letter to June 22, 1955, containing the opinions thereon. 

After you have had opportunity to review these opinions and if you have any 
questions or further instructions, kindly favor us with your advices. 


Yours very truly, 
BatMErR & Moore, 


ERWIN SHAFER. 


(Through Ultramar Inter-America Corp.) 
MICHAEL J. McBripg, 
Vice President. 


Nunez Mesa y MacHApo, 
Habana, Cuba, June 22, 1955. 


Re Snare-Merritt, La Alianza Workmen’s Compensation Insurance Policy. 


Gopoy-SaYAN, 
Oficina, Aseguradora de Cuba, 8. A., 
Habana, 
(Attention: Mr. Roberto Hernandea Corujo.) 

GENTLEMEN: In answer to the consultation submitted in your kind letter of 
the 9th instant, we are pleased to advise you as follows: 

First case: In the event of an occupational injury, compensable under the 
Workmen’s Compensation Act, the injured employee or workman sues the doc- 
tor or hospital alleging malpractice and enjoining Snare-Merritt in the suit. 

Although we do not know the specific provisions of the particular insurance 
policy or policies issued by La Alianza, Compania Nacional de Seguros, S. A., 
in favor of Snare-Merritt, we take it for granted that such provisions conform 
to the general rule that the assurer is substituted in the place of the employer 
and assumes indemnification liability to the same extension as by law is placed 
on the employer. 

As we gather it, the accident in the case under consideration operates as a 
condition without which the injury to the employee or workman would not have 
occurred. 

In cases similar to this, jurisprudence has ruled that the employee or work- 
man is entitled to be indemnified, since the scope of work accident is so broad 
that included thereunder are even those assumptions (like the one now under 
consideration) where injury and work are not in a direct relation. 

Along this line of opinion, the Supreme Court of Cuba has ruled that all con- 
tingencies inherent to a surgical operation which has been evidenced as having 
been openly malpracticed by the doctor who performed it, are to be considered as a 
consequence of work and, therefore, qualify as a compensable accident. 

Therefore, starting out of the premises set above, the following conclusion 
may be arrived at: 

La Alianza, Compania Nacional de Seguros, S. A., is held liable for the in- 
jury sustained by the employee or workman, with no liability lying with Snare- 
Merrittt therefor. 

Second case: In the event of a nonoccupational injury or sickness, not com- 
pensable under the Workmen’s Compensation Act, the injured employee or work- 
man sues the doctor or hospital alleging malpractice and enjoining Snare-Merritt 
in the suit. 

We are facing here the assumed case of an injury or sickness not compensable 
under the Workmen’s Compensation Act but only under the Civil Code. 

Consequently, even if the contention of the employee or workman were with- 
held, La Alianza, Compania Nacional de Seguros, 8S. A., would be subject to no 
liability under the law. 

Now, will Snare-Merritt be held liable for having chosen the medical personnel 
who took care of the injured or sick employee or workman? 

This being a doubtful question, and the case of a type of risk not covered 
by the regular workmen’s compensation insurance policy form, it seems to us 
that, if Snare-Merritt desires to be exempted from a possible responsibility in 
this connection, it might be convenient that an insurance policy be negotiated for 
and issued, in which the assumed case under consideration be specifically stipu- 
lated and covered. 


Yours very truly, 
NuNEzZ Mesa Y MACHADO, 


Dr. PEDRO PONTES DE OCA. 
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JUNE 30, 1955. 
Re: Your 55-2459 


Mr. MicHAakEt J. McBRIDE, 
Ultramar International Insurance, 
New York 5, N. Y. 

DEAR MIKE: Concerning the problem of payment of $943.38 to Balmer & Moore 
I will appreciate an opinion from your attorneys as to why Snare-Merritt can- 
ont send Balmer & Moore a check to their own offices in the same way as they 
would send a check to a manufacturing company in Chicago from whom they had 
purchased parts even if these parts were delivered to the New York office from a 
New York branch. The question of legality of payment properly does not arise at 
allin my opinion. The only question which could arise, and that in the future, is 
whether New York State income taxes would apply. Then the issue would be 
whether this money was earned in New York because the risk is in New York or 
whether the money was earned in Illinois since we do business in Illinois. 
This question would not involve Snare-Merritt at all. 

In view of the above our first recommendation would be that payment be sent 
directly to us as per our invoice. Rather than create a problem for Mr. Taylor, 
if he does not accept the above position, we recommend that payment be made 
to you as our representatives although we feel that this would greatly weaken our 
case so far as our tax position is concerned. This is the less preferable alterna- 
tive. In the event that we are required to accept payment in this manner we will 
probably have to file as nonresident brokers, and accept this tax burden. I will 
value knowing Mr. Lorenzen’s opinion concerning the above. 

Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, N. Y., June 29, 1955. 
Re Primary commercial blanket bond Snare-Merritt 
New York operations Seaboard Surety Co. 
Mr. ERwin SHAFER, 
Balmer & Moore, Chicago, Ill. 


DeAR MIKE: Notice has been taken of the instructions contained in Mr. W. BE. 
Taylor’s letter of June 21, 1955, addressed to you, concerning the earned pre- 
mium bill of $943.38. Instructions are being circulated within this office that 
hereafter correspondence addressed on your behalf should be addressed as usual 
to Mr. W. E. Taylor, insurance adviser, Snare-Merritt, 74 Trinity Place, New 
York 6, N. Y. However, such letters are to be enclosed in an envelope addressed 
to Mr. W. E. Taylor, care of Frederick Snare Corp., 233 Broadway. We note 
Mr. Taylor’s comments that this will save time in delivery to him. 

Incidentally, Mr. Taylor telephoned this office and stated that Snare-Merritt 
were prepared to remit the premium in the amount of $943.38 and they ques- 
tioned whether this could be legally done to Balmer & Moore Insurance Agency 
in the absence of a New York State insurance broker’s license in your firm 
name, or if payment should be made to Ultramar Inter-America Corp. As a 
similar situation may arise in connection with the workmen’s compensation and 
comprehensive general liability business on the New York operations placed 
with the Travelers prior to April 30, 1955, we are trying to resolve this ques- 
tion with our attorneys. 

Of course, if Balmer & Moore have applied for a nonresident New York State 
insurance broker’s license in accordance with the application we sent to you 
at your request with instructions as to the license fee thereon and if you have 
received such license, that automatically solves the problem of the premium 
payment on the item mentioned. On the other hand, you may decide to request 
Snare-Merrittt to recognize Ultramar Inter-America Corp. New York State 
licensed brokers as your representative on the insurances placed in New York 
with your approval and consent. If this is agreeable, and you request Snare- 
Merritt to so notify the Seaboard and the Travelers, this should eliminate any 
question in Mr. Taylor’s mind or by the insurance underwriters and then pre- 
mium payment could be made through Ultramar Inter-America Corp. to the 
insurance companies. 
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In a general way, by telephone conversation with Mr. Lorenzen, this appears 
to be the practical manner in which to handle it. Kindly give us your opinion 
and instructions. 

With best regards, we remain, 
Yours sincerely, 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


MIcHAEL J. McBrine, Vice President. 


ULTRAMAR INTER-AMERICA CorP., 
New York, July 1, 1955. 
Re Snare-Merritt joint venture. 
BaLMer & Moore 
Chicago 2, Ill. 
(Attention: Mr. Erwin Shafer.) 

DEAR MIKE: We received a copy of the letter dated June 27, 1955, which Mr. 
W. E. Taylor, insurance adviser, addressed to you and enclosing a copy of the 
letter of the National Lead Co. of June 23 to Mr. J. P. Pinkley, chairman of 
the Nickel Graphite Committee of the General Services Administration, 19th and 
F Streets NW., Washington 25, D. C., respecting the liquidation of the binders 
which were in effect from inception of the Snare-Merritt project to April 30, 
1955. We are sending copies of these to our Havana office with the request that 
they proceed to obtain the audits and earned premium bills covering workmen’s 
compensation and comprehensive general liability and payroll robbery insurance 
on the risks in Cuba. 

We also observe that Fianzas will be required to furnish a statement to the 
effect that all medical expenses resulting from compensable accidents that 
occurred prior to April 30, 1955, at 12:01 p. m. shall be their responsibility. As 
soon as this information is furnished to us we will keep you informed and advise 
Mr. W. E. Taylor in accordance with the practice that we have been following. 

Yours truly, 
MICHAEL J. MCBRIDE, 
Vice President. 


JUNE 30, 1955. 
Mr. MIcHAEL McBRIDE, 
Ultramar International Insurance, 
New York, N. Y. 


DEAR MIKE: Please be advised that we have received Snare-Merritt’s letter of 
June 27 with attached copy of letter from National Lead, and concerning the 
earned premium on the fidelity bond, and also workmen’s compensation and 
comprehensive general liability and payroll robbery insurance in Cuba. We 
note that you received a copy of this correspondence, and you are undoubtedly 
already proceeding to comply. If by chance you did not receive a copy of the 
National Lead letter from Snare-Merritt, we will send you our copy. 

Please furnish us with copies of your correspondence to Snare-Merritt con- 
cerning this matter. 

Very truly yours, 
BERwin SHAFER. 


JULY 5, 1955. 
Re your 55-2512 
Mr. MICHAEL J. McBripe, 
Ultramar International Insurance, 
New York, N. Y. 

Deak MIKE: It would not be possible for me to be in New York to visit with 
Enrique unless I made a special trip for that purpose, and at this time even 
such a special trip would take me from Chicago at a time when my presence is 
required. Please tell Enrique how sorry I am not to see him during his visit 
to New York, and I hope that before long an occasion will arise where we can 
spend some time together. 

Please give my best wishes to him and to Mrs. Godoy. 

Sincerely, 


ERWIN M. SHAFER. 
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ULTRAMAR INTER-AMERICA CORP., 
New York, July 1, 1955. 


Re Snare-Merritt expansion project, Nicaro, Cuba 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

DeAR MIKE: We received a copy of the letter dated June 14 which Mr. Porfirio 
Franca addressed to you concerning appointment as insurance broker. 

We have reviewed your letter of June 24, 1955, addressed to Mr. Porfirio 
Franca and find it to be all right. Accordingly, pursuant to your instructions 
it is being airmailed to Mr. Franca in Habana. A copy of it will be placed in 
the hands of our Habana office and a copy sent to Mr. W. E. Taylor, insurance 
adviser. 

Mr. Enrique Godoy has delayed his departure from New York until July 8. 
He again expressed a desire to lunch with you in New York before he leaves. 
Kindly advise. 

We remain, 

Yours sincerely, 
MiIcHAEL J. MoBrine, 
Vice President. 


JULY 5, 19565. 
Re your 55-2535 
Mr. MicHAEL J. MCBriDz, 
Ultramar International Insurance, 
New York, N. Y. 

Deak MIKE: Concerning cancellations of the Snare-Merritt automobile non- 
ownership coverage in New York, I believe that Mr. Taylor’s intention is that 
the binder be canceled by Balmer & Moore as of noon, April 30, 1955, and that 
this insurance is not to be replaced. I base this on the Snare-Merritt letter of 
June 30, 1955, a copy of which they have sent you and which is probably now in 
your possession. 

Will you please attend to the cancellation of this binder on our behalf and 
arrange for invoices to be sent to us and commissions to be paid to us. 

Very truly yours, 
ERWIN M. SHAFER. 


JUNE 29, 1955. 
Re Snare-Merritt joint venture, expansion nickel plant, Nicaro, Cuba 
Mr. W. E. TaYLor, 
Insurance Adviser, Snare-Merritt A Joint Venture, 
New York, N. Y. 

Dear Mk. Tayior: We enclose herewith a copy of Balmer & Moore, Chicago, 
Mr. Erwin Shafer’s letter of June 24 to Mr. Porfirio Franca, respecting the 
broker of record situation. 

This will keep you posted. 

Yours very truly, 
BALMER & MOORE, 
ERWIN SHAFER 
(Through Ultramar Inter-America Corp.), 
MicHaEt J. McBrine, 
Vice President. 


JuLy 6, 1955. 


Re the Travelers Automobile nonownership liability, New York operations 
Mr. W. BE. Taytor, 
Insurance Adviser, Snare-Merritt, 
New York, N.Y. 
Dear Mr, TAYtor: In telephone conversation with Mr. Faller, of the Travelers, 
advising him of your instructions to cancel this insurance April 30, 1955, he re- 
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minded us of the existence of a policy on this item and requests that said 
contract be returned. 
Will you kindly assist us in obtaining the return of the policy? 
Thanking you, we remain, 
Yours truly, 
BALMER & Moore, 
ERWIN SHAFER 
(Through Ultramar Inter-America Corp.), 
MicHAgEt J. McBripve, 
Vice President. 


ULTRAMAR INTER-AMERICA COoRP., 
New York, July 6, 1955. 
Re Snare-Merritt, 75 Trinity Place, New York, N. Y. 


Mr. Erwin SHAFER, 

Balmer & Moore, Chicago, Ill. 

Dear Mike: In following up Mr. BD. BE. Faller of the Travelers in connection 
with the earned premium bills we learned that they now have the payroll figures 
which permit them to fulfill this and we are assured that the earned premium 
bills will be forthcoming shortly. 

Yours truly, 
MicHaret J. McBribdg, 
Vice President. 


JULY 6, 1955. 
Mr. WILLIAM FE. TAYLOR, 


Insurance Adviser, Snare-Merritt, 
New York, N.Y. 


Dear Mr. Taytor: With regard to your request for specimen policies of the 
North American New York standard workmen’s compensation and employer’s 
liability policy and the comprehensive general liability policy, we are pleased 
to attach hereto samples of these contracts. 

BALMER & MOORE, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.), 
MICHAEL J. McBripe, 
Vice President. 


JuLy 6, 1955. 
Re Snare-Merritt Joint Venture, 74 Trinity Place, New York, N. Y. 
Mr. E. BE. FAtier, 


Manager, the Travellers Insurance Co., 
New York, N.Y. 


DeaR Mr. FAtiter: As regards the automobile nonownership liability cov- 
erage, Mr. W. HE. Taylor, insurance adviser of Snare-Merritt informs us this 
insurance should be canceled as of April 30, 1955. 

You recall that we discussed this by telephone and you stated thet a policy 
was issued for a regular term and therefore it would be necessary to secure 
the return of that contract for your files for cancellation and preparation of 
the earned premium bill. We are requesting the assured to return the policy. 

Yours truly, 
BALMER & MOORE, 
ERWIN SHAFER 
(Through Ultramar Inter-America Corp.), 
MicHart J. McBRIDE, 
Vice President. 
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ULTRAMAR INTER-AMERICA CoRP., 
New York, July 6, 1955. 
Re your letter 55-131. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 


Dear MrKeE: Referring to your letter of June 30 about the problem of pay- 
ment of $943.38, the earned premium on the Seaboard Surety matter, you delve 
into the legal situation which Mr. Lorenzen of our attorney’s office also gave 
consideration before concluding that as to the New York State insurance law 
and practice the requirement is 1 of 2 things in order to take credit for com- 
missions earned before remitting net premium payment to the respective insur- 
ance company. These conclusions are: 

1. That Balmer & Moore become nonresident licensed brokers in the State 
of New York. 

2. That you recommend to your client, Snare-Merritt, that Ultramar Inter- 
America Corp., licensed brokers in the State of New York, be delegated to act 
on these New York cases through the Seaboard Surety Co. 

Our talk with Mr. W. E. Taylor, insurance adviser of Snare-Merritt yester- 
day morning comes very close after this Verbal opinion of Mr. Lorenzen. Mr. 
Taylor states that if Balmer & Moore in their present status are satisfied legally 
that remittance of these premiums should be made to Balmer & Moore, he will 
follow up your instructions upon receipt of a letter from you to that effect. 

Secondly, Mr. Taylor said he is prepared to make the premium payment 
directly ot the respective insurance companies, that is, the Seaboard Surety and 
the Travelers, for the gross earned premium due and let Balmer & Moore work 
their way out of the commission payment directly with these companies. 

Your third alternative on these items is requesting by letter to Snare-Merritt 
that we act on these items with the respective insurance companies. 

We wish to remind you that we do not face this situation as respects the 
interest of La Alianza in this business which began on April 30, 1955, as respects 
the workmen’s compensation, Comprehensive General Liability and Payroll 
Robbery-Cash in transit coverages in Cuba which are reinsured by the North 
American companies and in connection with the effecting of that cover, the 
cooperation of the North America companies in providing for the Snare-Merritt 
operations in New York in accordance with the New York law and as a part of 
the whole picture in which they are interested in above as to Cuba and New 
York. 

Yours truly, 
MIcHAEL J. McBripe, Vice President. 


JULY 7, 1955. 


Re Your 55-2561—acknowledged. 


Your 55-BMN Y107-8-9 
Rr oe 


Your 55-2311 and 2559. 


Mr. MicHAaEL J. McBRIDE, 
Ultramar International Insurance, 
New York 5, N. Y. 

DrAR MIKE: I anticipate taking this up with Mr. Balmer today. Balmer called 
me last night and arranged for us to have a thorough conference today and over 
the weekend. His present plan is to leave for the Hast (New York and Wash- 
ington) on Monday, and I will probably accompany him, or follow within a day 
or two. I will certainly make New York on this trip. My experience with 
Balmer is that circumstances may delay our start for a day or two, but I am very 
confident that I will get to spend a few days with you shortly. Kindest personal 
regards, 

Sincerely, 


acknowledged. 





ERWIN M. SHAFER. 
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JULY 7, 1955. 





Re Snare-Merritt Joint Venture. 
Mr. W. B. TayLor, 
Insurance Adviser, Snare-Merritt, 
New York 6, N. Y. 

Dear Mr. TaAyLor: Supplementing our letter of July 1, 1955, in respect to yours 
of June 22; wherein we enclosed La Alianza’s endorsement binders providing for 
changes on the insurances in Cuba, we now wish to enclose an original and four 
copies of endorsements of the North America which provide for the changes as 
respects the workmen’s compensation and comprehensive general liability covers 
in New York. 

Trusting you will find same in order, we remain, 

Yours truly, 














BALMER & MOORE, 
ERWIN SHAFER 
(Through Ultramar Inter-America Corp.), 
MICHAEL J. MCBRIDE, 
Vice President. 









ADDENDUM No. 1 TO WORKMEN’S COMPENSATION BINDER OF May 13, 1955 










In the event it cancels, or changes the terms of, this binder, the company agrees 
to provide 30 days written notice to the Nickel Graphite Committee, General 
Services Administration, room 6327, General Services Building, Washington 25, 
D. C., United States of America. 

Nothing herein contained shall vary, alter or extend any provision or condition 
of the policy other than as above stated. 

This endorsement becomes effective on the 13th day of May 1955. 

Attached to and hereby made a part of Workmen’s Compensation Binder dated 
May 13, 1955, of the Indemnity Insurance Co. of North America issued to Fred- 
erick Snare Corp. and Merritt-Chapman & Scott Corp. operating as a Joint 
Venture under the name Snare-Merritt. 

Not valid unless countersigned by a duly authorized agent of the company. 






















President. 
Countersigned : 


Agent. 


Part OF GENERAL LIABILITY BINDER May 10, 1955 or THE INSURANCE Co, or Nortu 
AMERICA 





PRIS SNE sb SBIR REL ia RD AE A DB is ote 


Issued to Frederick Snare Corp. and Merritt Chapman & Scott Corp. operating as 
a Joint Venture under the name of Snare-Merritt 


ADDENDUM NO, 1 TO GENERAL LIABILITY—BINDER OF MAY 10, 1955 


In the vent it cancels, or changes the terms of, this binder the company agrees 
to provide 30 days written notice to the Nickel Graphite Committee, General 
Services Administration, room 6327, General Services Building, Washington 25, 
D. C., United States of America. 

It is further agreed that item No. 1 is amended to include an additional named 
insured: 

“United States of America acting for and through the General Services 
Administrator.” 

All other terms, and conditions remain unchanged. 


JULY 11, 1955. 





Fa i ANU ta i NE A 2. 


Re Your 55-2621. 
Mr. MIcHAEL J. McBripE, 
Ultramar International Insurance, 
New York 5, N.Y. 
Dear MIKE: This will acknowledge receipt of the above captioned letter. We 
will hold this matter as pending until such time as you have been able to secure 
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the bond policy contract from El Globo, and the necessary endorsements so that 
our file may be complete in this respect. 
Yours very truly, 


ERWIN M. SHAFER. 


ULTBAMAR INTER-AMERICA CORP., 
New York, July 8, 1955. 
Re Snare-Merritt. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 


DEAR MIKE: You will recall that a few weeks ago Mr. W. E. Taylor requested 
that copies of the El Globo bond contract be furnished to him. Immediately upon 
receiving a copy of Mr. Taylor’s letter addressed to you, we communicated with 
the New York office of Mr. G. F. Kohly, requesting a copy of this policy. 

We subsequently contacted Mr. Girard of Mr. Kohly’s office as a followup, 
and he stated that at that time he had not received a copy from his office in Cuba. 

We learned yesterday from Mr. Taylor that he had received a copy of the 
El Globo bond policy contract from El Globo. We are again making an effort 
to secure an extra copy for you for examination to see whether any change 
should be made in connection therewith in your capacity as broker on the risk. 

Yours truly, 
MIcHAEL J. McBRIDE, 
Vice President. 


P. S. We are also waiting for Mr. Kohly’s office to produce the document 
requiring notice of changes in the bond binder or cancellation on 30 days written 
notice to the GSA. We are following this up. 


ULTBAMAR INTEB-AMERICA CoORP., 
New York, July 11, 1955. 
Re Your Letter No. 55-131, June 30, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 


Dear MrKe: With reference to your suggestion that we again communicate 
with our attorneys on the situation as respects the brokerage position on the 
New York risks of the Snare-Merritt Joint Venture, we now wish to send you a 
copy of Mr. Lorenzen’s letter of July 8, in which he emphasizes the manner in 
which Balmer & Moore may act as respects insurance brokers in New York and 
his opinion as to the position Ultramar Inter-America Corp. need to take in 
accordance with the insurance law. 

With best regard, we remain, 

Yours truly, 
MICHAEL J. McBRIDE, 
Vice President. 


DwieHt, Royartyt, Harris, Korcet & CASKEY, 
July 8, 1955 
Re Snare-Merritt Joint Venture 
Mr. MicHart McBripe. 


Dear MIke: This will acknowledge your letter of July 7, 1955. 

Our opinion with respect to the payment of fees to nonqualified brokers is 
contained in our letter of May 13, 1955, to you. We adhere to that opinion. 

The specific prohibitions of the insurance law are, however, as that letter indi- 
cates, addressed to the payment of commissions by others in the insurance busi- 
ness. If Snare-Merritt wants to give away any money to an Illinois entity that is 
its business. So long as you do not participate in any way in any payments to 
Balmer & Moore, you will not be involved in any violation of the law. 

We adhere particularly, however, to our opinion that unless Balmer & Moore 
qualifies in New York, it may not do any acts which constitute acting as insur- 
ance broker in New York. As I told you in our telephone conversation, that 
means as far as you’re concerned that you should in no way act as Balmer & 
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Moore’s agent in New York unless that company qualifies in New York. You 
ean act as Balmer & Moore’s New York correspondent but your actions in New 
York must be for your own account, not for Balmer & Moore’s. In other words, 
you may execute as New York brokers and in your own name matters handed 
into your care by Balmer & Moore. You may not take such steps acting in New 
York in the name of Balmer & Moore or as its agent. 

Sincerely, 


July 11, 1955. 
Re Frederick Snare Corp. and Merritt, Chapman & Scott Corp., acting as a joint 
venture under the name Snare-Merritt. 


G. F. Konry, New York, N. Y. 
(Attention: Mr. GIrRarp.) 


GENTLEMEN: In connection with the fidelity bond as respects both the Cuba 
and New York operations, the General Services Administration have requested 
the assured to provide the following endorsement : 

“In the event it cancels, or changes the terms of, this binder the company 
agrees to provide 30 days written notice to the Nickel Graphite Committee, 
yeneral Services Administration, room 6327, General Services Building, Washing- 
ton, D. C., United States of America.” 

Will you kindly furnish us with an original and 6 copies of this endorsement 
as respects the Cuba and New York operations because the assured requires 
the original and 4 copies. 

Mr. Taylor, insurance adviser of Snare-Merritt, informs us that you forwarded 
directly to him a specimen of the bond contract you propose using. In view of 
this and in the light of our previous request, will you kindly furnish us with 
copies of the proposed bond form for our perusal. 

Yours truly, 
BALMER & MOORE, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.), 
MICHAEL J. McBripr, 
Vice President. 


JULY 11, 1955. 
Mr. MICHAEL J. MCBRIDE, 
Ultramar International Insurance, 
New York 5, N.Y. 


DEAR MIKE: We have received a letter from Mr. W. EB. Taylor of Snare-Merritt 
dated July 7, 1955, copy of which has been sent to you. We request that you 
make reply to this letter on our behalf and please send us a copy of this reply for 
our files. 

Very truly yours. 
ERWIN M. SHAFER. 


SNARE-MERRITT, A JOINT VENTURE, 
FREDERICK SNARE CORP.-MERRITT-CHAPMAN & Scort Corp., 
New York 6, N. Y., July 7, 1955. 
Re Contract No. GS—00-B (d)-1516—Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba. 


BALMER & MoOorRE INSURANCE AGENCY, 
Chicago, 2, Ill. 

GENTLEMEN : This will acknowledge receipt of and thank you for your June 30, 
1955, letter and copy of letter to Alianza from Messrs. Nunez, Mesa, and Machado 
confirming that Snare-Merritt is covered if it is enjoined in a malpractice suit 
arising from a compensable injury. 

As respects the second hypothetical question raised in our letter to you of 
June 3, 1955, the attorneys are doubtful that Snare-Merritt is covered; however, 
the attorneys refer specifically to the workmen’s compensation policy. We are of 
the opinion that this coverage would fall under the comprehensive general 
liability policy, particularly if the words “caused by accident” are deleted 
therefrom. 

Will you please go back at Alianza along these lines and let us have your 
further opinion. 
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In the event that it is finally determined that we do not have coverage, will you 
kindly obtain from Alianza a rate quotation to provide protection. 

Further, will you obtain from Alianza separate quotations to increase the 
bodily injury liability limit to $100,000/$1,000,000 and the property damage lia- 
pility limit to $1 million. 

This will also acknowledge your July 1, 1955, letter and endorsement to 
Alianza’s binder providing for 30-day notice of cancellation to Nickel-Graphite 
Committee and the extension of the comprehensive general liability policy to in- 
clude the United States of America. 

We are still awaiting similar endorsements to the binders issued by El Globo 
and North America. 

We are also awaiting definite word from you as to whether or not Snare-Merritt 
can legally pay premium to you on policies issued and covering in New York, 
particularly the Seaboard Surety Co. fidelity bond binder. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 


ULTRAMAR INTER-AMERICA CoORP., 
New York, July 12, 1955. 
Re yours 55-136. 
Mr. ERWIN SHAFER, 
Balmer & Moore, Chicago 2, Il. 

DEAR MIKE: Concerning your letter of July 11, relating to Mr. W. E. Taylor’s 
letter of July 7, we send you herewith a copy of our letter of July 8, No. 55-2624 
to our Habana office, in which we enclosed a photostatie copy of Mr. Taylor’s 
letter and requested that Habana give us the necessary advices and instructions. 

As soon as they reply we will follow your suggestion and inform Mr. Taylor. 

Yours truly, 
MICHAEL J. McBrRIDE, 
Vice President. 


JuLY 8, 1955. 
To: Armando Lago, vice president. 

From: Michael J. McBride, vice president. 

Subject: Snare-Merritt-La Alianza workmen’s compensation insurance policy. 


We send you herewith two photostatic copies of a letter dated July 7, ad- 
dressed to Balmer & Moore, Chicago, in connection with the decisions made by 
our attorneys Nunez, Mesa & Machado on the two hypothetical cases presented 
in the June 3, 1955, letter of Snare-Merritt. 

We think it urgent that you again consult these same attorneys of ours in 
Cuba and get their decision on the questions raised on this matter and also pre- 
pare yourselves to present a rate quotation for La Alianza on malpractice coverage 
and in addition provide, on behalf of La Alianza, separate quotations to increase 
the bodily injury limit to $100,000/$1,000,000 and the property damage liability 
limit to $1 million. 

With regard to the to the other matters contained in Mr. Taylor’s letter of the 
Tth, that is, the photostat enclosed, this office is giving them immediate attention, 


Yours truly, 
M. J. McBripe. 


ULTRAMAR INTER-AMERICA CORP., 
New York, July 12, 1955. 
Re your 55-135. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago 2, Til. 

DEAR MIKE: We note you soon will be in New York and meanwhile we con- 
tacted Mr. Taylor who is agreeable to awaiting your arrival before making the 
earned premium payment on some of the Snare-Merritt Joint Venture New 
York operations. 

We will be looking forward to seeing you. 

Yours sincerely, 
MICHAEL J. MCBRIDE, 
Vice President. 
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JULY 14, 1955. 
Re Your 55-2632. 


Mr. MICHAEL J. MCBRIDE, 
Ultramar International Insurance, 
New York 5, N.Y. 


Deak MIKE: Thank you for this information and the enclosed letter from your 
attorneys. I have come to the conclusion that I should recommend to the part- 
ners of Balmer & Moore that we should become qualified as nonresident brokers 
in the State of New York. While I do not wish to make this final until I have 
secured their approval, I do not anticipate any serious opposition to my recom- 
mendation from them. I anticipate taking steps to complete this matter when 
I come to New York. 

I am looking forward to seeking you shortly at which time we can resolve 
this and other pending matters. 

Very truly yours, 
ERWIN SHAFER. 


JULY 18, 1955. 
Re Snare-Merritt Joint Venture, El Globo binders on fidelity bond. 
Mr. W. E. Taytor, 
Insurance Adviser, Snare-Merritt, 
New York 6, N. Y. 


Dear Mr. Taytor: Enclosed herewith please find original and four copies of 
the endorsement to the captioned binder whereby the company agrees to give 30 
days written notice to the GSA if the company cancels or changes the terms of 
the binder. 

These enclosures complete the endorsement on this subject. 

Yours truly, 
BALMER & Moore, 
ERWIN SHAFER. 
Through ULTRAMAR INTER-AMERICA CoRP., 
MICHAEL J. McBripe, 
Vice President. 
BINDER ENDORSEMENT 


Aprit 30, 1955. 
Assured : Frederick Snare Corp. et al. 
Location : Republic of Cuba. 

In the event it cancels, or changes the terms of, this binder the company agrees 
to provide 30 days’ written notice to the Nickel Graphite Committee, General 
Services Administration, room 6327, General Services Building, Washington 25, 
D. C., United States of America. 

Attached to and formin gpart of binder 54 of the Compania Cubana de Seguros 
“Bl Globo”, S. A. 

G. F. Kony, §8.A., 
R. H. JUssanp, 
Manager. 


JULY 18, 1955. 
Re Snare-Merritt Joint Venture-Cuba operations. 
Mr. W. B. Taytor, 
Insurance Adviser, Snare-Merritt, 
New York 6, N.Y. 


Dear Mr. Taytor: Some time ago you asked Mr. McBride of Ultramar Inter- 
America Corp., what the requirement was in Cuba as to the reporting of pay- 
rolls as respects the workmen’s compensation policy. 

Advices have now been received through Ultramar, New York, wherein their 
Havana office states that full wages must be reported, including overtime and 
any other type of remuneration, and the full rate of premium is charged thereon. 





7 in aR AE Aa ESI Ee hin iS oA 





GOVERNMENT NICKEL PLANT AT NICARO, CUBA 355 


There is no alternative of minimum or maximum wage. Therefore, payroll 
reports as to the workmen’s compensation policy and the comprehensive general 
liability policy-Cuba, need to be furnished on the above basis. 

We remain, 

Yours truly, 
BALMER & MOooRE, 
ERWIN SHAFER, 
Through ULTRAMAR INTER-AMERICA CorP., 
MICHAEL J. McBRIDE, 
Vice President. 


ULTRAMAB INTER-AMERICA CoRP., 
New York, N. Y., July 21, 1955. 
Memorandum to Mr. Erwin Shafer. 
From: Mr. Michael J. McBride. 
Subject : Snare-Merritt. 


As a supplement to the copy of the letter I have addressed to Mr. Armando 
Lago on points we need answers to, and for your information as to other items 
we are giving attention to, kindly note: 

We are obtaining copies of the proposed bonds El Globo will issue for the Cuba 
operations and through the Globe Indemnity Co. for the New York operations. 
Therefore, when the bonds are finally completed and issued, you will receive a 
copy of each for your file. 

We will be sure to check that in the issuance on the bonds El Globo and the 
Globe determine their premium on the basis of the position listed in the organiza- 
tional chart of Snare-Merritt. 

One of the matters you wish to discuss with Mr. Taylor is the subject of the 
payment of the earned premium on the Seaboard Surety Co. 

Another checkup we want to make is whether Mr. Taylor wants to take any 
action on the issuance of a bond if Snare-Merritt becomes self insurers on the sub- 
ject of the New York State disability benefits law. 

With regard to cash in transit—payroll robbery—Cuba, we are again writing 
to Mr. Lago to forward the sample of the policy desired by Mr. Taylor. 

Another suggestion you have is that Mr. Taylor be asked to list reference 
numbers on his letters in connection with this venture. A thought occurs to me 
that Bill Taylor has so many letters that he is not going to start now to number 
them. 

You know we submitted samples of the North America comprehensive general 
liability and workmen’s compensation policies on the United States operations 
to Mr. Taylor and therefore issuance of these proposed policies has been re- 
quested of the North America. This is being attended. 

You reminded us that you will send Balmer & Moore blank invoices to this 
office for use in billing earned premium and premiums on these various risks 
and you suggested numbering these invoices starting with U-101. This system 
will be followed and copies of all invoices sent to you. 

This acknowledegs your verbal agreement to the division of commission where 
Balmer & Moore are the producing source and Ultramar Inter-America Corp. is 
the servicing source on new risks that may be developed in the future, other than 
this Snare-Merritt matter, that is, 60 percent of the broker’s commission to 
Balmer & Moore, 40 percent of the broker’s commission to Ultramar. 

This completes the list according to my notes. If there is anything to be 
added, we will learn your instructions before you depart from New York. 

Yours truly, 
M. J. McBrRIDe. 


JULY 21, 1955. 
To: Armando Lago, executive vice president, 
From: Michael J. McBride. vice president 
Subject : Snare-Merritt a joint venture. 

Mr. Erwin M. Shafer is visiting us in New York for several days and in the 
review of matters pending reply from Havana, he requests advices on the 
following: 

1. Have you reviewed enclosures to our letter of July 8 respecting the Assured’s 
letter of July 7 to Balmer & Moore regarding the opinion expressed by our 
attorneys Nunez, Mesa, and Machado? If so, have these attorneys given you 
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further information on the points raised by Mr. W. E. Taylor as to whether the 
second hypothetical question raised in Snare-Merritt’s letter of June 7, 1955, 
would permit coverage described therein to fall under the comprehensive general 
liability policy. 

la. In the same letter of Snare-Merritt of July 7, Mr. Taylor stated that if it 
is finally determined that the assured does not have coverage, we were requested 
to submit a rate quotation on behalf of La Alianza. 

1b. The further request of Mr. Taylor within that letter urged that La Alianza 
provide separate quotations to increase the bodily injury limit to $100,000/ 
1,000,000 and the property damage liability limit to $1,000,000. Kindly therefore 
favor us with your responses on these matters so that we can satisfy Mr. Shafer 
and Mr. Taylor. 

2. In our letter No. 55-2528, July 1, 1955, we enclosed photostatic copies of 
Mr. Taylor’s letter of June 27, 1955, to Balmer & Moore, and a letter dated June 
23, 1955, of the National Lead to Mr. P. J. Pinkley, Chairman of the GSA. This 
contained instructions to liquidate the binders which were in effect from the 
inception of the Snare-Merritt project to April 30, 1955. Particularly, Balmer 
& Moore requested us to inform the services necessary to obtain from the pre- 
vious underwriters the audits covering the workmen’s compensation, compre- 
hensive general liability and payroll robbery insurance. If the fidelity bond 
also was under binder prior to April 30, 1955, than an earned premium bill for 
that cover likewise should be obtained. 

We asked you to do the necessary as promptly as possible to obtain these 
earned premium bills and we presume that you have taken steps directly with 
these underwriters and we hope that you are now in position to transmit this 
information to us so that we can inform Mr. Shafer of Balmer & Moore and 
through them inform Mr. Taylor so the collection of these earned premiums 
can be made. H 

Another significant and very important request, you will recall, made both 
by National Lead and Mr. Taylor of Snare-Merritt, is the need for Compania 
Cubana de Fianzas to furnish a statement to the effect that all medical ex- 
penses incurred for all accidents occuring prior to April 30, 1955, at 12:01 p. m. 
shall be their responsibility. 

We urge you give these matters preferred attention in order that we may 
serve the parties interested. 

3. Balmar & Moore in their letter of June 24, addressed to Mr. Porfirio Franca 
copy of which we forwarded to you, made their position clear as to their ap- 
pointment to represent Snare-Merritt as insurance brokers and that they recog- 
nize Mr. Franca as the appointed cooperating broker in Cuba and that he would 
receive one-third of the total commissions. During Mr. Shafer’s visit in New 
York we expect he will confer with Snare-Merritt to determine the manner and 
source of earned premium and premium payments, and when the question is de- 
cided, as to the method of premium payment, Balmer & Moore will notify Mr. 
Porfirio Franca. 

4. Another question remaining unanswered is that dealt with in our letters 
No. 55-2090, May 31, followed up by No. 55-2642 of July 11. The substance of 
which is that Mr. Taylor in his advices of May 26 stated that so far as he 
knows, no procedure has been set up for Snare-Merritt to report payrolls for 
workmen’s compensation, comprehensive general liability and payroll robbery in- 
surance to La Alianza. Kindly advise us if you have contacted the Snare-Mer- 
ritt people at Nicaro and if you have determined the plan of payroll reporting. 
Please confirm to us what it is so that we can keep Mr. Taylor properly posted. 
5. With regard to the officialization of the premium rates for the workmen’s 
compensation insurance, Mr. Shafer would like to know whether you received 
from the Frederick Snare Corp., the information so necessary in order to legal- 
ize the premium rates for the Snare-Merritt workmen’s compensation. Will 
you kindly advise us what progress has been made on this point. 

Mr. Shaffer is hopeful that the subject of these insurances is nearing a stage 
where the definite policies can be issued and if there is any assistance he can 
render to expedite matters, kindly advise us. 

Yours truly, 
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AUGUST 2, 1955. 
Mr. MicHaEL J. McBRIDE, 
Ultramar Inter-America Corp., 
New York, N.Y. 


DeaR MIKE: Thank you for your letter of July 29, No. 55-2930 with enclosures. 
We feel that copies of the proposed bonds should be in our office files, and 
request that you obtain copies from E. Globo, or photostats as is more convenient. 
Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, July 29, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 


DeAR MIKE: We enclose herewith a copy of a letter which we addressed to 
Mr. W. E. Taylor today, excepting for the copies of the bonds and endorsements 
sent to Mr. Taylor. 

We have only one copy of each. If you are satisfied, we will retain this for 
our reference. 

If you think it is absolutely necessary that copies of these proposed bonds be 
in your file, kindly advise us and we will again approach Mr. Kohly’s office. 

With best regards, we remain, 

Yours truly, 
MICHAEL J. McBrIpE, 
Vice President. 


[Pen-ink:] P. 8S. Since Jerry Maiers came back from vacation he has been 
after us to furnish all proposed policies. We told him we were urging Habana 
to comply, and that you regretted the chance to see him personally on your 
visit here. 

Regards, 
MIKE. 


JULY 27, 1955. 
Re Snare-Merritt joint venture-bond of El Globo 


Mr. W. E. TAY Lor, 
Insurance Adviser, Snare-Merritt, New York, N. Y. 


Dear Mr. Taytor: We enclose herewith two draft copies of the Cuban bond 
F-41 of El Globo. The New York office of G. F. Kohly, S. A. informed us that 
three additional copies would soon be forthcoming and they will be passed along 
to you. 

At the same time, Mr. Kohly’s New York office advises that draft copies of 
the Globe Indemnity bond covering New York employees as well as the reinsur- 
ance certificate which the Globe will issue picking up the El Globo liability will 
be submitted. We are reminded that the El Globo 3-year premium is to be 
$3,369.20. This premium will be split between Cuba and New York and on the 
El Globo bond there will. of course, be stamps and the 1 percent ONRI tax 
which will be collectible from the insured. 

The indications are that the United States 3-year premium will be $2,261.63 
and the 3-year Cuban premium will be $1,107.57, but these are subject to con- 
firmation following a detailed analysis of the census of employees. 

We remain, 

Yours truly, 
BALMER & MOooRE 
ERWIN SHAFER 
(Through Ultramar Inter-America Corp.). 
MIcHAEL J. McBripr, 
Vice President. 
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JoLy 29, 1955. 
Re Snare-Merritt joint venture-fidelity bond of El Globo 
Mr. W. E. TAYLor, 

Insurance Adviser, Snare-Merritt, New York, N. Y. 

Dear Mr. Taytor: Supplementing our letter of July 27, we now enclose three 
additional copies of the draft bond which the El Globo proposes to use as re- 
spects the Cuba operation. 

In addition you will also find the original and four copies of the draft bond 
which the Globe Indemnity Co. will issue to cover domestic employees. You will 
find also five copies of an endorsement which the office of G. F. Kohly, S. A., 
wish to attach to the El Globo bond which sets the aggregate indemnity at 
$100,000 on a loss involving collusion between the United States of America and 
Cuba. Otherwise, there would be 2 indemnities totaling $200,000 which was 
never intended. 

The copies of the bonds enclosed complete your request with the exception that 
the office of G. F. Kohly, S. A. informed us that copies of the Globe Indemnity 
Co.’s reinsurance certificate of El Globo are expected shortly and as soon as they 
are received will be forwarded to us for transmission to you. 


Yours truly, 
BALMER & MOooRE 


ERWIN SHAFER 
(Through Ultramar Inter-American Corp.). 
MICHAEL J. McBripe, 
Vice President. 


August 2, 1955. 
Re Snare-Merritt joint venture primary commercial blanket bond 


Mr. W. B. Tay or, 
Insurance Adviser, Snare-Merritt, 
New York, N.Y. 
Dear Mr. Taytor: Supplementing my letter of July 29, No. BMNY-115, I am 
pleased to enclose herewith the original and four copies of the Globe Indemnity 
Co.’s reinsurance certificate of El Globo, which I have just received from the 


office of G. F. Kohly, 8. A. 
BALMER & MOORE, 


ERWIN SHAFER, 
ERWIN SHAFER. 
(Through Ultramar Inter-America Corp.). 
MICHAEL J. McBrRIDE, 
Vice President. 


ULTRAMAR INTER-AMERICA CoORP., 
New York, August 5, 1955. 
Mr. Erwin SHAFER, 
Balmer & Moore, Chicago, IU. 

Deak Mr. SHAFER: I have for acknowledgment your letter of August 2, No. 
55-140. 

Mr. McBride is away on his vacation at the present time but as soon as he 
returns the matter in your aforementioned letter will be taken care of. 


Your truly, 
Drang G. Konitcx, 
Secretary to Michael J. McBride, Vice President. 


Avaust 8, 1955. 
Re Workmen’s Compensation and Comprehensive General Liability, Cuba 
Operations 
Mr. W. E. Tay or, 
Insurance Adviser, Snare-Merritt, 
New York, N. Y. 
Deak Mr. TayLor: We are pleased to enclose herewith three copies each of the 
above-captioned pro forma policies to be issued by La Alianza. 
We would very much appreciate it if after they have been duly reviewed you 
would please convey to us the corresponding approval so that the final contracts 
may be issued by La Alianza. 
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Should there be any modifications of changes that should be introduced in 
the above drafts, we would like to receive from you literal wording of same in 
order to submit them to La Alianza. 

La Alianza advises us that they are completing the preparation of the pro 
forma policy corresponding to the payroll robbery insurance and that we shall 
receive same for transmittal to you within the next few days. 

Yours truly, 
BALMER & Moors, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.). 
MIcHAEL J. McBripe, 
Vice President. 


Snare-Mereitt (A Joint VENTURE), 
FREDERICK SNARE CorP.-MERRITT-CHAPMAN & Scott Corp., 
New York, wW. Y., August 10, 1955, 
Re Contract No. GS-00-B(D)-1516. Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba 
NATIONAL LEAD Co., 
New York, N. Y. 


(Attention: Mr. H. G. Maiers, Assistant Project Manager.) 


GENTLEMEN : This will confirm the writer’s conversation with Mr. Maiers to the 
effect that all insurance premiums are to be paid directly to the issuing insurance 
company and we will be guided accordingly. 

Very truly yours, 
W. BD. Taytor, 
Insurance Adviser. 


Aveust 15, 1955. 
Re Snare-Merritt-Cash in Transit. 
Mr. W. E. Tay Lor, 
Insurance Adviser, 
Snare-Merritt 
New York, N. Y. 

DeEAB Mr. Taytor: Further to our letter of August 8, we are now pleased to 
enclose three copies of La Alianza’s pro forma policy corresponding to the cash 
in transit insurance. 

We would appreciate it very much if, in the manner of the workmen’s com- 
pensation and comprehensive general liability, you would have the attached re- 
viewed at your earliest possibility and advise us of your approval or of any 
modifications that should be introduced. 

Thank you, we remain, 

Yours truly, 
BALMER & Moore, 
ERWIN SHAFER, 
(through ULTRAMAR INTER-AMERICA CORP.). 
MIcHAEL J. McBRIDE, 
Vice President. 


Avaeust 18, 1955. 
Mr. MIcHAEL J. McBRIDE, 
Ultramar Inter-America Oorp., 
New York, N.Y. 


DEAR MIKE: I have a copy of Mr. Taylor’s letter of August 10, 1955, ad- 
dressed to Mr. Maiers of National Lead who stated that insurance premiums 
are to be paid directly to the issuing insurance company. This will impose a 
penalty upon us in that money now in America will be sent to Cuba, and an export 
tax of 2 percent will then be levied by Cuba on that share of the money which 
is to be remitted to us for our share of the commission. 

We would like you to take up with Mr. Maiers whether payment could not be 
made to us so that we could deduct our share of the commission and forward 
the balance to you for forwarding to Cuba where the Cuban broker would be 
paid his share of the commission by the Cuban company concerned. 
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Alternately, please consider whether we would not affect the same result if 
the payments due where paid to you as the representative of La Alianza in New 
York so that you could transmit payment to the insurance company involved 
(payment to you would actually be payment to them) and at the same time send 
us our commission without subjecting said commission to the Cuban export 
law. 

Please advise us as to the above. 


Very truly yours, 
ERWIN SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, August 26, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 
Dear MIKE: In response to your letter of August 2, 1955, No. 55-140, requesting 
photostatic copies of proposed bond of El Globo on the Snare-Merritt Joint Ven- 
ture Job, we are now enclosing said photostats herewith. 


Very truly yours, 
MICHAEL J. MCBRIDE, 
Vice President. 


ULTRAMAR INTER-AMERICA CORP., 
New York, August 31, 1955. 
Re Snare-Merritt. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 
DEAR MIKE: This is a copy of a letter addressed to Habana after we received 
a copy of the August 31, 1955, letter addressed to you and conversing with Mr. 
Taylor on this matter at luncheon. 
If you have any instructions for us in the meanwhile on these points, kindly 
advise us. 
We remain, 
Yours truly, 
MICHAEL J. MCBRIDE, 
Vice President. 


Aveust 31, 1955. 
To: Armando Lago, Executive Vice President. 
From : Michael J. McBride, Vice President. 
Subject : Snare-Merritt Nicaro insurances. 


We have a copy of a letter dated August 31 addressed by Mr. W. E. Taylor, 
insurance adviser, to Balmer & Moore, wherein they ask Mr. Shafer to obtain the 
audits and earned premium bills for the insurances which were in effect in Cuba 
and New York from the inception of the work to April 30, 1955. 

We have obtained the earned premiums on the New York operations from the 
companies underwriting these risks up to April 30, 1955, but we have not received 
any advices from you as respects the coverage in Cuba with other underwriters 
up to April 30, 1955. Will you kindly give this your early attention and favor 
us with this data so that we can present it to Balmer & Moore for their billing as 
brokers to the Snare-Merritt firm. 

In addition, we note in Mr. Taylor’s letter his statement whether there is any 
reason for holding up La Alianza’s earned premium bills for the period from 
April 30, 1955, up to this date even though the definitive policies have not been 
issued. 

Mr. Taylor further explained at a luncheon today with me that he feels that 
La Alianza is in a position to present these earned premium bills for payment. 
Will you kindly give this your immediate attention and favor us with your 
advices, 

Yours truly, 
M. J. McBRIDE. 
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SNARE-MERRITT 
A Joint Venture 


FREDERICK SNARE Corp. AND MERRITT-CHAPMAN & Scorr Corp., 
New York 6, N. Y., August 31, 1955. 
Re Contract No. GS-00-B (d)-1516—Extension of the Cuban Nickel Co., Plant, 
Nicaro, Oriente, Cuba. 
Re Nicaro Insurance. 


BALMER & MOORE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin Shafer.) 


GENTLEMEN : Reference is made to our June 27, 1955, letter to you requesting 
you to obtain audits and earned premium bills for the insurance which was in 
effect in Cuba and New York from inception of work to April 30, 1955. 

Will you please advise us when we may expect to receive this billing. 

Also, is there any reason for holding up Alianza’s earned premium bills even 
though the definite policies have not been issued. This, of course, is for the 
period April 30, 1955, to date. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 


SEPTEMBER 1, 1955. 
Mr. W. E. Taytor, 
Insurance Adviser, Snare-Merritt, 
New York, N.Y. 

DeaR Mr. Taytor: Referring to your letter of July 7, 1955, and with respect 
to the second hypothetical question raised in your letter of June 3, 1955, we now 
are in receipt of advices from La Alianza stating specifically that such coverage 
would not be covered by the comprehensive general liability policy. Furthermore, 
the suggestion of modify the wording of the comprehensive general liability 
policy to deleting the words “caused by accident” is not acceptable to La Alianza. 

Since this is the final determination of La Alianza and you do not have coverage 
of that second hypothetical question under the comprehensive general liability 
policy, we are endeavoring to obtain from La Alianza a separate rate quotation 
under the hospital professional liability policy. A sample of the Indemnity In- 
surance Company of North America contract on this type of cover and a copy 
of an application in connection therewith is enclosed and in order to determine 
rates applicable, we desire your advices as to the limits of liability you would 
require under such cover. Kindly favor us with your advices on this point. 

You further requested separate quotations to increase the bodily injury liability 
limit to $100,000/$1,000,000 and property damage liability to $1 million. La 
Alianza indicates that the rate for these limits is 8 cents per $100 of payroll. 
The present rate is 5 cents per $100 of payroll and the limits are $100/$300,000 
bodily injury and $100,000 property damage liability. 

Kindly favor us with your instructions as to whether the limits should be 
increased to $100,000/$1,000,000 bodily injury and $1 million property damage. 

Thank you, we remain, 

Yours truly, 
BALMER & MOORE, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.). 
MICHAEL J. MCBRIDE, 
Vice President. 


DEAR MIKE: At a luncheon conference with Mr. Taylor he indicated that the 
GSA and the National Lead may decide to leave the coverages and the limits of 
liability as they are but nevertheless he wanted to be prepared on these increased 
limits if the GSA should decide to ask for increased limits. 

Yours truly, 
M. J. McBrIvE. 
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SEPTEMBER 6, 1955. 
Mr. MicHaet J. McBrivz, 


Ultramar Inter-America Corp., 
New York, N.Y. 
Dear MIKE: In accordance with Mr. Taylor’s letter of August 31, 1955, will 
you issue our invoices for any premiums now due. 
I have your BMNY-119, and will appreciate your advising me of Mr. Taylor's 
reply. 
Very truly yours, 
ERwin SHAFER. 


SEPTEMBER 7, 1955. 
Re Snare-Merritt Joint Venture, New York Operation 
Mr. W. E. Tayror, 
Insurance Adviser, Snare-Merritt, 
New York, N.Y. 


Dear Mr. Taytor: The Insurance Company of North America has now fur- 
nished us with the pro forma policy conditions applying to the workmen’s com- 
pensation and employers’ liability contract and the comprehensive general 
liability policy. 

We enclose herewith three copies of each and we would thank you to favor 
us with your advices as to whether these policy conditions and La Alianza’s pro 
forma policies on the Cuba operations meet with your approval. 

Thanking you, we remain, 

Yours truly, 
BALMER & Moore, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.). 
MIcHAEL J. McBRIDE, 
Vice President. 


ULTRAMAR INTER-AMERICA CoRP., 
New York, September 8, 1955. 
Mr. ERwin SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

DeaR MIKE: Replying to your letter of September 6, No. 142, upon receipt of 
a copy of Mr. Taylor’s letter of August 31 we immediately addressed our Habana 
office to inquire if there was any reason why they could not immediately issue 
invoices for any of the earned premiums due since La Alianza has been on this 
risk since April 30, 1955, even though the definitive policies have not been issued. 
Thus far we have not received Habana’s reply but we presume it is being given 
attention and immediately upon their response we will keep you informed. 

We understand that in addition to La Alianza’s servicing of this business since 
April 30, 1955, that some death claims and other injury claims have been sustained 
and it is only natural that they receive earned premium payment for the period 
from April 39, 1955, at least until August 31, 1955. Just as soon as we receive 
the data we will relay it to you. 

Incidentally, in talking with Mr. Taylor this morning he informs us that Snare- 
Merritt, Cuba, will remit premiums directly to the insurance companies, that is, 
La Alianza and El Globo in Cuba. Payment of premiums on the Snare-Merritt, 
New York, policies will be made to the insurance companies here by Snare- 
Merritt, New York. 

With regard to the second paragraph of your letter, that is BMNY-119, dated 
September 1, 1955, to Mr. Taylor, this morning Mr. Taylor spoke briefly to me 
about this subject and he still seems to hold the opinion that the mal practice 
cover could fall under the comperhensive general liability policy. He is writing 
a detailed letter to me which I will pass to our Habana office and their attorneys 
for consideration. 

He is also making some reference to the question of the increased limits of 
bodily injury and property damage which we will attend. 

We will keep you advised. 

Yours truly, 


MICHAEL J. McBripz, 
Vice President. 
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SEPTEMBER 20, 1955. 
Mr. W. E. TayYLor, 
Insurance Adviser, Snare-Merritt Joint Venture, 
New York, N.Y. 


Dear Mr. Taytor: Enclosed herewith is a copy of a letter which Ultramar 
Inter-America Corp. have written to their Habana office in an effort to expedite 
the obtaining of detailed payroll reports for the issuance of earned premium bills. 

Anything you can do to assist through your Habana office or through Mr. Ritter 
will be appreciated. 

Thanking you, we remain, 

Yours truly, 
BatMER & Moore, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp. ) 
MIcHAEL J. McBRIDE, 
Vice President. 


SEPTEMBER 20, 1955. 
To: Armando Lago, vice president. 
From : Michael J. McBride, vice president. 
Subject: Snare-Merritt, a joint venture. 


Upon his return from Guatemala via Habana, Mr. Miguel Godoy, vice-president, 
advised us that the reason why La Alianza has been unable to invoice Snare- 
Merritt for the earned premiums due under the workmen’s compensation, general 
liability and payroll robbery insurance coverages in Cuba, even before the issu- 
ance of definitive policies, was the fact that you have been unable to obtain pay- 
roll reports as respects the workmen’s compensation and general liability in- 
insurances nor have you received reports of the cash sendings with respect to the 
payroll robbery. 

We also appreciate your advices that you are willing to provide these earned 
premium bills from inception as of April 30, 1955, up to a current date upon 
receipt of the required reports. 

Upon learning of this situation, we telephoned Mr. W. BH. Taylor, insurance 
adviser of the Snare-Merritt joint venture New York office, in an effort to ex- 
pedite this matter. Mr. Taylor informed us that he received a copy of a letter 
dated September 15 addressed to you by Mr. Ritter, comptroller of Snare-Merritt 
at the Nicaro job site but apparently the data contained therein represents what 
I am told is called gross pay although it is followed, from what Mr. Taylor told 
me, by some figures of $85,000 for office and $800,000 for the field without giving 
you a breakdown of classifications and Mr. Taylor informed us further that a 
letter written in July by you to Mr. Ritter did not reach him until some time in 
August. 

Mr. Taylor feels that you need to obtain this data detailed perhaps at the job 
site in Nicaro if you cannot obtain it in Havana. We have indicated to him 
that you have been making efforts to do that precisely, not only by correspondence 
but by personal calls upon the principals’ office in Cuba. I gather that if you 
are unable to obtain it in Habana that our representative at the job site should 
make further efforts to secure it from Mr. Ritter. 

Will you kindly therefore advise us what your situation is now since you have 
presumably received the original of the letter dated September 15, addressed 
to you by Mr. Ritter in order that you may be in a position to issue earned 
premium bills up to at least August 31, 1955. 

Yours truly, 
M. J. McBRIDE. 


SEPTEMBER 9, 1955. 

To: Eugenio Suarez. 
From: Michael J. McBride, vice president. 
Subject: Snare-Merritt joint venture. 

We enclose herewith a copy of a letter dated September 8, addressed to Balmer 
& Moore in Chicago by Mr. W. BE. Taylor, insurance adviser of Snare-Merritt, in 
which he again raises the question of the coverage of malpractice. 

Will you kindly review this matter once more and favor us with your further 
opinion so that we can advise Mr. Taylor. 
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With regard to the reference to increased limits under the general liability 
policy, we are inquiring from the Insurance Company of North America to give 
us a breakdown of the increased rate. 

We remain, 

Yours truly, 


. 


SEPTEMBER 15, 1955. 
Mr. MIcHakEt J. MCBRIDE, 
Ultramar Inter-America Corp., New York, 5, N. Y. 

DeEAR MIKE: I have just received a statement from Seaboard Surety Co. to 
Balmer & Moore on the primary commercial bond No. N Y47682 which they wrote 
for Snare-Merritt. This indicates a premium of $1,052.67 and a commission of 
$109.29 making a sum of $943.38 due them. 

Way back on June 17, 1955, they sent their invoice on this same policy to 
Ultramar Inter-America Corp. showing a premium of $9438.38. As they did 
not indicate that this was net we accordingly issued at that time an invoice to 
Snare-Merritt for $948.38. By coincidence there had been correspondence at that 
time indicating some reduction of the original premium requested by Seaboard 
Surety Co. would be made. We assumed that this low figure represented a reduc- 
tion of premium. Actually it represents our commission. Will you, therefore, 
please immediately cancel our invoice No. 1004A of which we sent you a copy and 
issue No. 1004B in the amount of $1,052.67 to Snare-Merritt. 

At the same time if you have not already paid Seaboard Surety Co. the $943.38 
which is due them under their invoice of June 17 will you do so, and we will 
immediately issue our check to you in that sum, or if you will notify us we will 
issue a check directly to Seaboard Surety in the required amount. Will you 
also explain to Seaboard Surety the reason why their invoice was not met earlier. 

In this connection I am reminded that a similar invoice should be received by 
you or by us from the Travelers Co. for the policy or binder they canceled. Also 
we have no information as to any other invoices which you may have made on 
our behalf. 

In view of National Lead’s decision to pay insurance companies rather than 
brokers you may be issuing your invoices in the name of La Alianza, North 
America, or Ultramar with the intention of remitting commissions to us and to 
Mr. Franca. Even if this is the case we would like to have for our files copies of 
your invoices so that we can keep our records complete and be aware of the 
amounts being charged Snare-Merrit on the various insurances. 

I will appreciate your bringing me up to date on this situation, and also your 
early advice as to whether our check in the amount of $943.38 should be issued 
to Seaboard Surety or to you. 

Kindest personal regards. 

Very truly yours, 
ERWIN SHAFER. 

P. S.—In sending you stationery we inadvertently included a box of Sampson, 
Bogeaus & Shafer envelopes and I would appreciate your returning them to us. 


BD. 8. 


SEPTEMBER 22, 1955. 
Re your 55-3628. 
Mr. MicHarEt J. McBripe, 
Ultramar International Insurance, 
New York, N. Y. 

DesaR Mike: Thank you for setting me straight concerning the corrected gross 
earned premium on the Seaboard Surety Co. binder. While we did issue a bill to 
Snare-Merritt for the correct amount, they are apparently holding up payment 
because of our suggestion that this should be done until such time as the problem 
of brokers’ licenses was resolved. Will you please now advise them that we are 
in a position to accept and would appreciate receiving payment? 

So far as Seaboard is concerned, will you please advise us whether you wish 
us to make payment to them, or whether you wish to have Snare-Merritt make 
payment to them and send us a commission, or whether you wish to make payment 
to Seaboard (via Ultramar) and have us compensate you? We are prepared to 
issue our check to Seaboard or to you if you so direct us. It may be, however, that 
National Lead may prefer that Snare-Merritt pay Seaboard directly. 
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I am enclosing, as you request, a photostatic copy of our nonresident broker's 
license, 

We also urge that you proceed to bill Snare-Merritt for Seaboard and Travelers 
binders and any other insurances or binders on which payments are due using 
our invoices and sending copies to us for our files. 

{ understand that you are having some difficulty in obtaining figures in Cuba, 
but I am sure that Bill Taylor will cooperate in assisting you to obtain them 
without further impediment. 

Kindest personal regards. 

Very truly yours, 
ERWIN. SHAFER. 


ULTRAMAR INTER-AMERICA CORP., 
New York, September 20, 1955. 
Re your letter No, 55-143 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

DreAR MIKE: You raised the question of the earned premium on the Seaboard 
Surety Co. primary commercial bond and we find, upon reviewing our files, that 
your conclusions are in error. It is true that originally the Seaboard Surety Co. 
billed for a gross earned premium of $1,052.67 but there was subsequent corre- 
spondence due to a request of Mr. Taylor which is described in his letter of June 9, 
1955, addressed to you, copy of which we send you herewith, the result of which 
caused the spoiling of the Seaboard surety bill for earned premium of $1,052.67 
because that calculation of a short-rate earned premium was on the basis of an 
annual quotation of $1,503.82 of La Alianza, whereas the Seaboard short-rate 
earned premium should be on the annual quotation of El Globo which was $1,347.68 
as you can observe in the letter of June 9, 1955. Therefore, the corrected gross 
earned premium of the Seaboard Surety Co. is $943.38. 

The general brokerage commission for a licensed New York broker on a matter 
of this kind would be 15 percent of that amount. 

We believe that you have misinterpreted the bill of the Seaboard Surety Co. 
because it is made out according to the copy we have in our office as being a 
premium of $1,052.67 less a return premium of $109.29 to bring about the actual 
gross earned premium of $943.38 that is due and we repeat that your brokerage 
commission is on the $943.38. 

Now as to the matter of premium payment, we wish to inform you that we have 
not received any remittances from Snare-Merritt on this project. We are pre- 
pared to invoice Snare-Merritt on Balmer & Moore billheads for all the earned 
premiums due on the New York operation. However, as a preliminary to doing 
this we should have in our hands a photostatic copy of the New York State 
brokerage license which you informed us the New York State Insurance Depart- 
ment has issued to you. 

Will you kindly give us this attention and we can then proceed. 

We remain, 

Yours truly, 
MICHAEL J. McBripe, Vice President. 


SNARE-MERRITT, A JOINT VENTURE, 
June 9, 1955. 
Re Primary Commercial Blanket Bond 
BALMER & MoorE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Shafer.) 

GENTLEMEN : In my letter to you of May 17, 1955, I requested that you cancel 
the Seaboard Surety Co. binder which was in effect from October 28, 1954, to 
April 30, 1955, on the basis of short rate of El Globo’s annual quotation of 
$1,503.82. 

That was an error. The $1,503.82 quotation was from Alianza. El Globo’s 
annual quotation is $1,347.68 as per copy of their bid which I am enclosing. 
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Will you please have the earned premium bill changed to short rate of $1,347.68 
and send us your new invoice, and GSA will also require a substantial invoice 
from the Seaboard. 
I sincerely regret this error and the additional work it will necessitate. 

Very truly yours, 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


W. E. TAYLor. 


SNARE-MERRITT, A JOINT VENTURE, 
FREDERICK SNARE CorpP.-MERRITT-CHAPMAN & Scort Corp., 
New York, N. Y., October 6, 1955. 
Re: Contract No. GS-00-B (D)-1516— 


Extension of the Cuban Nickel Co. Plant, Nicaro, Oriente, Cuba 


BALMER & MOORE INSURANCE AGENCY, 
Chicago, Ill. 
(Attention: Mr. Erwin Shafer. ) 

GENTLEMEN: Enclosed are notes on two insurance conferences held in New 
York which I am sure you will find self-explanatory. 

National Lead Co. suggests that before the definitive polices are ordered Mr. 
Pinkley be given an opportunity to review these notes and a copy is being sent 
to him and then National Lead will ask Mr. Pinkley for an opportunity to discuss 
them with him. 

In the meantime, will you ask the insurance companies if they have any ob- 
jection to any of the corrections and amendments noted in these notes; if so, 
the insurance companies’ objections can be discussed with Mr. Pinkley at the 
same time. 

Also, we are still waiting a reply to the writer’s last letter to you on the ques- 
tion of malpractice and the matter of a breakdown in the increased rate for higher 
BI and PD limits. 

In reviewing the attached notes you will note at the top of page 3 that policies 
are to cover all operations in connection with the subcontract between National 
Lead and Snare-Merritt, and at the bottom of page 4 payrolls will be confined 
to those expended for such operations. 

This is correct as far as GSA is concerned; however, at the time the definitive 
policies are issued Snare-Merritt will require an endorsement extending the 
policies to cover all operations of Snare-Merritt because Snare-Merritt might 
have to do some work; for instance, for Nickel Processing or Freeport Sulphur 
Co. which does not have a direct bearing on the expansion. Payroll for such 
extra work, if any, will be reported separately and premium paid separately. 

Very truly yours, 
W. EB. Tayror, 
Insurance Adviser. 


SNARE—MERrRITT, A Joint Venture, 
FREDERICK SNARE CorP.—MERRITT-CHAPMAN & Scorr Corp., 
New York, October 6, 1955. 


Re Contract No. GS-OOB(D)-1516-—Extension of the Cuban Nickel Co. Plant, 
Nicaro, Oriente, Cuba. 


BALMER & Moore INSURANCE AGENCY, 
Chicago 2, Ill. 


GENTLEMEN: Will you please let me know what is holding up the Travelers 
Insurance Co. audits for the period to April 30, 1955 covering automobile con- 
tingent, workmen’s compensation and liability. I know the Travelers’ auditor 
took the figures months ago. 

Even more important, I cannot find where you ever sent us copies of the Trav- 
elers’ binders for the period they were on the risk, i. e., until April 30, 1955. 

Will you please let me have your advices about this. 

Very truly yours, 
W. E. Taytior, 
Insurance Adviser. 


| 
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ULTRAMAR INTER-AMERICA CORP., 
New York, October 11, 1955. 
Re Yours 55-144. 
Mr. ERwin SHAFER, 
Balmer & Moore, 
Chicago, Ill. 


DeaR MIKE: Your letter of September 22 was referred to me on my return to 
the office and we acknowledge receipt of the photostatic copy of your brokerage 
license N97343 for the State of New York. You will observe that it expires Oc- 
tober 31, 1955 and you will need to renew it from that date for a further period 
of 1 year for the usual license fee. 

As requested by you, we are proceeding with the issuance of bills to Snare- 
Merritt for the Seaboard Surety and Travelers earned premiums. As it is the 
decision of the assured to remit directly to the companies, it will follow when 
we are informed that they have paid these premiums, that checks will be drawn 
to the order of Balmer & Moore and when received by us we will forward them 
to you. 

With regard to the letter dated October 6, addressed to you by Mr. W. E. Tay- 
lor, insurance adviser of Snare-Merritt, we send you herewith a copy of a letter 
we forwarded to the office of G. F. Kohly who represents El Globo and the Globe 
Indemnity Co. as respects the fidelity bond. 

With regard to all the other questions raised, we have forwarded a copy of 
the Snare-Merritt letter dated October 6 and the insurance conference notes of 
October 5 to our head office in Havana for their attention. 

With kindest personal regards, I remain, 

Yours sincerely, 
{Unintelligible signature. ]} 


OcTOBER 25, 1955. 
Mr. W. E. Tay or, 
Insurance Adviser, Snare-Merritt, A Joint Venture, 
New York, N. Y. 

DraR Mr. Taytor: In accordance with your request, we are sending here- 
with a copy of the Balmer & Moore New York State insurance broker’s license 
for 1955. 

This license expires October 31, 1955, and arrangements are being made to 
renew same. 

We remain, 

Your truly, 


BALMER & MOorE, 
ERWIN SHAFER 
(Through Ultramar Inter-American Corp.), 
MicHaet J. McBrive, Vice President. 


ULTRAMAR INTER-AMERICA CORP., 
New York, October 25, 1955. 
Re Snare-Merritt, a joint venture. 
Mr. ERWIN SHAFER, 
Balmer & Moore 
Chicago, Ill. 

Drak MIKE: With regard to Mr. Taylor’s letter of October 24 in which he 
advises you that GSA is pressing for the Travelers Insurance Co.’s binders, 
kindly be informed that we again communicated by telephone with Mr. Faller, 
manager of the Travelers who informs us that they are in the process of 
providing copies of the binders, the original bills, and copies of the audits re- 
quested by Mr. Taylor. 

Just as soon as these are received, they will be passed to Mr. Taylor. 

I remain, 

Yours sincerely, 


MICHAEL J. McBRIDE. 
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ULTRAMAR INTER-AMERICA CORP., 
New York, November 2, 1955. 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, IU. 

DreaR MIKE: Regarding your telephone call of yesterday in connection with 
the letter dated October 28 addressed to you by Mr. W. E. Taylor, insurance 
adviser of Snare-Merritt in connection with the subject of a plan of payroll 
reporting that will be approved by the GSA and National Lead, we send you 
herewith a copy of our letter No. 55-4340 dated October 31, 1955, addressed to 
Mr. Armado Lago, executive vice president of our Habana office, in which we 
urge the necessity of attending this situation in accordance with the assured’s 
desires. 

Just as soon as we receive a full report as to the arrangements that have been 
made, we will advise you. 

We remain, 

Yours sincerely, 
MICHAEL J. McBripr, Vice President. 


OcrToBER 31, 1955. 
To: Armando Lago, executive vice president. 
From : Michael J. McBride, vice president. 
Subject : Snare-Merritt, a joint venture. 


We enclose herewith a copy of a letter Snare-Merritt’s insurance adviser, 
Mr. W. E. Taylor, addressed to Balmer & Moore on October 28, wherein Mr. Taylor 
indicates the necessity that La Alianza send someone to the job site to set up 
a plan of payroll reporting that will be approved by the GSA and National Lead, 
as a preliminary to the expediting of earned premium payments to La Alianza 
who have been on the risk since April 30, 1955. 

Will you kindly advise us in connection with this situation so that we can 
be prepared to inform Balmer & Moore and through them the Snare-Merritt 
insurance adviser. 

Thanking you in advance, we remain, 

Yours truly, 
M. J. M. 


NOVEMBER 2, 1955. 


Re: Frederick Snare Corp. and Merritt-Chapman & Scott Corp. 
74 Trinity Place, New York, N. Y. 
Mr. W. E. TAyLor. 
Insurance Adviser, Snare-Merritt, a joint venture, 
New York, N. Y. 

DEAR Mr. TayLor: We enclose herewith the original letter of the Travelers 
Insurance Co. dated October 31 enclosing copies of the original coverage binders, 
the compensation, publi¢ liability, and automobile nonownership and the other 
data in connection with the payroll audits and the resultant earned premiums. 

We trust that with this data you will be in a position to make the remittances 
to the Travelers, closing out their interest in this subject. 

We remain, 

Yours truly, 
BALMER & MOORE, 
ERWIN SHAFER, 
(Through Ultramar Inter-America Corp.) 
MICHAEL J. MCBRIDE, 
Vice President. 

Dear MIKE: Attached find photostatie copies of the letter of the Travelers and 
the enclosures which were passed to Mr. Taylor, so that your records will be 
complete. 
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955. 
NOVEMBER 3, 1955. 
Mr. W. E. Tay Lor, 
Snare-Merritt, 
. with New York 6, N. Y. 
irance Dear Mr. Taytor: Following receipt of your letter of October 28 and our 
ayroll telephone conversation in connection therewith, I called Mr. Amanda Lago of La 
d you Alianza and I am advised by him that a plan of payroll reporting has been estab- 
sed to lished in accordance with the requirements of your Mr. Ritter and is now being 
ch — drawn up to be forwarded to you. We will appreciate your obtaining approval of 
ured’s this plan from National Lead and GSA if it is required. 
= The actual auditing in terms of this plan may take as long as 3 weeks, and we 
aaa will appreciate your requesting Mr. Ritter to accelerate this auditing to the great- 
est extent possible in order that we may accomplish a payment before the end 
of the year. 
‘ Very truly yours, 
ident. . _ ERWIN SHAFER. 
ee 4 NOVEMBER 3, 1955. 
955. : Re your No. 55-4861. 
Mr. MIcHAEL J. McBRIDE, 
Ultramar Inter-America Corp., 
vi New York 5, N.Y. 
fess DeAR MIKE: Thank you for your letter of November 2. 
set. up After speaking with you I called Amanda Lago in Havana and he advises me 
Lead that a procedure has been established in accordance with Mr. Ritter’s require- 
Hansa ment, and copies are being forwarded to you and to me. Enclosed is a copy of 
a letter I have sent to Bill Taylor which is self-explanatory. Anything you can 
e can do to expedite at your end will be appreciated, and is important. . ! 
‘erritt Thank you for the photostats of the Travelers binder information. I will leave 
it to you to follow through. 
With reference to the bill from Seaboard I note that we issued an invoice to 
Smare-Merritt in the amount of which is unpaid. In view of the ar- 
M rangements made for direct payment to the insurance companies shall we cancel 
ree this invoice? If so shall we send Snare-Merritt a formal cancellation with an 
oe explanation? 
D5S Kindest regards. 
Sincerely yours, 
ERWIN SHAFER. 
MEMORANDUM—GopDOoY-SAYAN 
SR. Michael J. McBride, Vice President. 
velers FECHA November 4, 1955. 
anders, ba AS UNTO your memorandum 55-4340, Snare-Merritt. 
other ; No. a Joint Venture. 
—. DeaR Mac: In due course we received your memorandum of October 31, in 
’ . connection with a letter addressed to Balmer & Moore on October 28 by Snare- 
q Merritt’s insurance adviser, Mr. W. E. Taylor, regarding the establishment of a 
4 procedure for the reporting of payrolls in connection with the workmen’s com- 
pensation insurance that La Alianza is covering for the joint venture. 
As you will appreciate, this matter has now been completely straightened out 
4 and in support we are enclosing the following: 
Dp.) 4 1. Copy of letter dated October 25, received from Snare-Merritt’s business 
manager, Mr. L. J. Ritter, from Nicaro. 
2. Copy of letter from Mr. Ritter dated November 2. 
's and 3. Copy of letter addressed today, with enclosures, by the undersigned to 
‘ill be Mr. Ritter in answer to his letter of October 25, named under No. 1. The 





legal aspects of this letter have been consulted with our lawyers, Nunez 
Mesa y Machado. 
Trusting that all parties are now satisfied that this situation has been properly 
attended, we remain 
Yours very truly, 







ARMANDO LAGO, 
EHeecutive Vice President. 


P./S. We are sending direct today, by airmail, to Balmer & Moore, Chicago, two 
copies of this memorandum and all the enclosures in compliance to telephone call 
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from Mr. Shafer a couple of days ago, in which he inquired as to the status of this 
matter ; over the telephone we advanced to him that everything had by then been 
settled and that we were confirming all the details. 


NOVEMBER 4, 1955. 
Re Snare-Merritt, A Joint Venture, 


New York 6, N. Y. 
THe TRAVELERS INSURANCE Co. 
New York 38, N.Y. 
(Attention: Mr. J. H. Fisher, field underwriter. ) 


GENTLEMAN: In connection with your letter of October 31 and enclosures 
therein, we inform you that this data was passed to Mr. W. BH. Taylor, in- 
surance adviser of Snare-Merritt, and we are in receipt of his letter dated 
November 3 on this subject wherein he returns the particulars you sent us 
with his advices as to the manner in which this subject should be completed. 

In order that we can expedite this matter to the satisfaction of Snare- 
Merritt and the GSA, will you kindly furnish the closings in accordance with 
the instructions of Mr. Taylor? 

Thanking you for your attention to this and awaiting your reply, we re- 
main, 

Yours truly, 


BALMER & MOORE, 
ERWIN SHAFER, 
Through Ultramar Inter-America Corp., 
MicHAEL J. McBripe, 
Vice President. 


NOVEMBER 25, 1955. 
Mr. MICHAEL J. McBripr, 


Uitramar Inter-America Corp., 
New York, N. Y. 

Deak MIKE: We have just about 1 month to obtain payment from Snare- 
Merritt and receive our commission checks without running on into next year. 
For the reason I have indicated it is most important that this should be ac- 
complished before the end of the year. 

It is my impression that workmen's compensation premiums are paid in ad- 
vance on the basis of estimated premiums and adjustment made at the end of 
the insurance period. If this procedure applies in the present instance is there 
any reason why we cannot obtain invoices from La Alianza at once? I am pre- 
pared to come to New York to obtain the approval of these invoices from Snare- 
Merritt and National Lead as well as GSA, personally. In this way I hope to 
obtain payment to La Alianza and remission of commission to Balmer & Moore 
before the end of the year. 

I would appreciate your advising me by return mail as to present status 
of matters and how soon in your opinion I can proceed to New York to 
carry out my part of this activity. 

Hope you enjoyed your Thanksgixing and am looking forward to seeing you 
shortly. 

Kindest regards. 

Sincerely, 
ERWIN SHAFER. 


to date. 

If property damage liability is canceled the care, custody, and control exclusion 
does not apply. 

A contractual-liability endorsement will be attached as well as a cross-liability 
endorsement. 

Additional insurance: It is noted that GSA does not approve travel accident 
insurance, check forgery insurance, burglary insurance, at the New York office 
and S-M will be guided accordingly. 

As noted above, there are still several points of discussion, and while GSA 
wishes the definitive policies expedited, as we all do, it is believed that we should 
be in agreement on all points before the policies are issued. We are presently 
covered by binders which have been approved by GSA and the matter has dragged 
so long now that we might just as well close out these last few matters in dis- 
cussion and then have the definitive policies issued. 
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ULTRAMASRB INTFR-AMERICA CORP., 
New York, November 29, 1955. 
Re yours SS—148 and 55-149 
Mr. ERWIN SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

Deak MIKE: Your letters as marked above arrived at our office coincident 
with decisions of La Alianza as respects the questions raised in the insurance 
conferences reported by Mr. Taylor’s letter of October 6 and enclosure of October 5 
to you. 

It appears that we are coming nearer to the date of issuance of definitive 
policies and it is to be hoped, as respects the remittance of premiums earned, 
that same will be forthcoming. 

In the meanwhile we continue to remain in the waiting period. Up to this 
time no remittances have been received and talks with Mr. Taylor, insurance 
adviser of Snare-Merritt, indicate we must continue in the present status until 
the definitive policies are produced and approved by all parties concerned. 

Yours truly, 
MICHAEL J. MCBRIDE. 


Mr. Brooks. You recall, Mr. Riehlman, that we asked about the 
FBI report and I talked with Mr. Cremer and asked him if he would 
wire me a note on what the FBI had done and he said that he thought 
they would. Instead he wrote a letter which was delivered to my office 
this morning and I wanted to read it into the record. I had some 
copies made so we could all see it. It is a short letter dated January 
17 to Hon. Jack Brooks, chairman, Special Government Activities 
Subcommittee, Committee of Government Operations, New House 
Office Building, Washington, D.C. 


Dear Mr. Brooks: Referring to your telephone conversation on Monday, this 
will confirm that I saw Mr. Hall on two occasions in the first half of 1954. How- 
ever, I was not accompanied by Mr. Mansure on either occasion. These are the 
only times I have ever seen Mr. Hall. This will also confirm that various investi- 
gators for the Government have visited us during December and early January, 
at which time they examined our files with respect to the Nicaro project, 
questioned me and other executives of the company. 

Yours very truly, 
THE FREDERICK SNARE Corp., 
RANDALL CREMER, 
Executive Vice President. 

Mr. Youncer. Mr. Chairman, will you identify the Mr. Hall 
referred to ? 

Mr. Brooxs. When I talked to him, he mentioned that it had been 
reported that he had been to see Leonard Hall. 

Mr. Younecer. Just identify the man. He just says a Mr. Hall. 
There are a lot of Mr. Halls. 

Mr. Brooks. In the telephone conversation we had he mentioned 
Mr. Leonard Hall and I assume that is the same Mr. Hall that he 
meant. Concerning the various investigators for the Government, his 
lawyer, who brought the letter by this morning, said the various in- 
vestigators might mean the FBI, or that it might mean our subcom- 
mittee investigators. He said Mr. Cremer actually thought the people 
were from the FBI, but he wouldn’t swear on oath that they were 
from the FBI. He wanted to be technically correct and that was to 
the best of his knowledge. 

Mr. Rirenuman. Mr. Chairman, I think if I were to have gotten 
that statement from Mr. Cremer I would challenge it for this simple 
reason. I think you or I or any other businessman would not allow 
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an agent of the Federal Government to come in and go over our records 
unless they identified themselves, and I can’t believe that they didn’t 
give some identification if they were from the FBI. 

Mr. Brooks. I thought that they were and I think to further clarify 
for the committee and for my own interest on this particular question 
about whether the FBI has been in on this or not we are going to call 
as soon as we finish with Mr. Pinkley, Mr. Shacklette, who told me 
yesterday, I think it was, that he was quite aware of the FBI interest. 
I thought when we had him testify we could get the whole rundown 
of just what the security branch of the GSA knows about FBI interest 
in it, who brought it to their attention, what has been done and what 
action, if any, has been referred to the Attorney General, whatever 
the status of it is. I think this will be interesting to all of us. 

Colonel Pinkley you were sworn the other day. 

Mr. Prnktry. I have been sworn twice, sir. 

Mr. Brooks. Colonel Pinkley, I would first like to introduce this 

letter of April 15, 1955, from the GSA to National Lead and I would 
particularly like to read paragraph B on page 2, which reads: 
As the bids for public liability now include automotive coverage, which is to be 
withdrawn, the two low bidders, that is, American International Underwriters 
and La Alianza, should be required to submit proposals for the same coverages, 
less insurance on all automotive vehicles. Coverage on rented vehicles, or for 
constructor employee-owned cars used on official business, can very well be in- 
cluded under Cuban Nickel Co.’s fleet coverage. 

As the exclusion of the automobile coverage should reduce the rate, and might 
produce a new low bidder, authority is granted to approve the proposal which is 
most advantageous to the Government. 

In the event La Alianza is awarded the liability insurance contract in addition 
to the workmen's compensation contract, they should be required to reinsure 90 
percent of their liability coverage. Our idea here is to preclude overextending 
their own financial capacity. 


Colonel Pinkley, do you remember this letter ? 


FURTHER TESTIMONY OF JAMES P. PINKLEY, DIRECTOR, NA- 
TIONAL INDUSTRIAL RESERVE DIVISION, GENERAL SERVICES 
ADMINISTRATION 


Mr. Prnxtry. Yes; I do. 

Mr. Brooks. And the gist of it is that this particular public liability 
insurance should be on the automobiles as I read ? 

Mr. Prnxiry. That is correct. 

Mr. Brooxs. What was the purpose of discussing that factor ? 

Mr. Pinxtey. Under Cuban law, as I understand it, sir, the owner 
of the automobiles has to license those automobiles and before they can 
be licensed they have to be insured. We had a policy, Cuban Nickel 
Co. being the owner of the automobiles, we had a policy which covered 
all Cuban Nickel Co. and Nickel Processing Co. vehicles. Our thought 
was to get a better premium reduction by reason of putting the Snare- 
Merritt vehicles, the vehicles that would be used by Snare-Merritt, in 
the same fleet coverage policy. We did get a better reduction. We got 
the reduction from 36 percent to 5714 percent. I believe that is what it 
was, sir. 

Mr. Brooxs. What company did you get the reduction with, sir? 

Mr. Pinker. Let me see—Commercial Casualty of Newark, N. J., 
sir. 
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Mr. Brooks. We, of course, share your interest in cutting those costs. 
| would like at this time to read into evidence the memo of April 22, 
1955 to Roberto Hernandez Corujo, the manager, from Michael J. 
McBride, vice president of the Godoy group in New York. 


DEAR Roperto: Yesterday, Mr. Miguel Godoy and the writer had lunch with 
Mr. H. G. Maiers and Erwin Shafer, preliminary to a conference between the lat- 
ter two and Mr. Kestenbaum and Mr. W. Taylor. A happy coincidence occurred 
in the meeting of Mr. H. G. (Jerry) Maiers and Miguel Godoy because it turned 
out that they are personal friends from some 15 years ago in Peru and they 
renewed their friendship. 

After the conference of Messrs. Kestenbaum, Maiers, Taylor, and Shafer, Mike 
gave the following report of the results. First, herewith please find a copy of the 
official letter of the General Services Administration signed by Mr. J. P. Pinkley, 
containing conclusions as a result of the analysis of proposals sent to him by the 
National Lead Co. In addition to presenting us with this copy of the letter, 
Mr. Shafer reports in the following manner : 

1. Workmen’s compensation and employer’s liability insurance: As you can 
observe from Mr. Pinkley’s letter, La Alianza’s bid has been approved. We are 
advised by Mr. Maiers that he will supply us with a copy of his letter to the GSA, 
which will state that Snare-Merritt has been instructed to place this insurance 
with La Alianza and obtain binders thereon. In addition, I have just been 
advised by Mr. Taylor that last night he sent instructions to Mr. Gamba in Cuba 
to place this insurance with you and obtain your binder covering this. 

You may also be requested to furnish a binder on behalf of North America for 
the coverage of the workmen’s compensation and employer’s liability insurance, 
New York office. This will be handled separately and I will arrange this in co- 
operation with Mr. G. U. Guerrini of the foreign department’s Philadelphia and 
New York office of North America. 

2. Comprehensive public liability including automobile liability and property 
damage liability: The elimination of automobile cover is requred by the GSA 
and is being used as a pretext for rebidding, as we were not the low bidder on 
the coverage. Our new bid will be 5 cents and on this basis, the comprehensive 
and property damage, but not including automobile liability, will be placed with 
us. Mr. Taylor has anticipated this by instructing Gamba to obtain the binder 
on this cover from you. 

In connection with the recommendation of the GSA that La Alianza reinsure 
90 percent of this liability, we see no conflict there, it just alters the manner in 
which we previously made our reinsurance arrangements. We know you will 
concur in this. 


It goes on for another page about payroll robbery insurance and 
primary commercial blanket bond, and winds up with: 

Mike Shafer sends his kindest regards to Enrique, to you and to all his friends 
there. I remember, sincerely yours. 

Now, Colonel, I was particularly interested in these two sentences 
here, with respect to the automobile comprehensive liability coverage. 
It says— 

The elimination of automobile coverage is required by the GSA and is being used 
as a pretext for rebidding, as we were not the low bidder on the coverage. 

I wondered if you could explain to me why he had the feeling that 
this suggestion about changing the automobile coverage was a pretext 
for their having an opportunity to rebid in view of the fact that they 
were not low on this particular coverage. 

Mr, Pinxery. I cannot tell you, sir. I have not seen that. That was 
never conveyed to me. There were two bids and they included auto- 
motive coverage. They were so near together as to be almost indis- 
tinguishable. Consequently, I felt that we should take at least the two 
lowest bids and get a revision and, as I said in my letter, as this may 
produce a new low, the rate at which it was finally bid was an extremely 
low rate, 5 cents per $100 of payroll. 
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Mr. Brooks. You had no thought of using that as a pretext at all? 
Mr. Pinxtey. No, sir; I did not. 

Mr. Brooxs. Where did he get the idea this would be true? He 
said: 

Our new bid will be 5 cents, and on this basis the comprehensive and property 
damage, but not including automobile liability, will be placed with us. 

Mr. Pinxury. That is the low bid. That was lower than either of 
the other bidders on the comprehensive liability without automobile 
coverage. 

Mr. Brooxs. So we are not going to have the new bid at all. 

Mr. Prnktey. They rebid and that was National Lead’s instruc- 
tions, to take the two lowest bids because it might produce a new low 
and to ask them to rebid and without the antadhendive or without 
the automotive coverage. The new low was 5 cents per $100 of pay- 
roll or approximately 5 mills per dollar. 

Mr. Brooks. But how did he know that? He said, 


Our business will be 5 cents, and on this basis it will be placed with— 


How did he know at this point that his new bid would be lower than 
the other of the 2 low bids you were going to consider ? 

Mr. Pinxtey. As you recall in my letter I left yith National Lead 
to accept the low of 2 bids that they received, the 2 low bids, and they 
had apparently—if not, it is the first to my knowledge—they had 
taken those new low bids. I did not require them to resubmit it be- 
cause it is a very small premium, about $2,500 a year, as compared to 
some of the larger premiums, and I left it to National Lead to approve 
the low of 2 new bids. 

Mr. Brooxs. My question, Colonel, was not your motive, but how 
he could assume that his new bid of 5 cents would be the lowest and 
say that definitely ? 

Mr. Prnxutey. Unless Mr. Maier had informed him. I should iden- 
tify him. That is Mr. Gerald Maier, who is a representative of Na- 
tional Lead Co. and who handles the general administration of the in- 
surance for them. 

Mr. Brooxs. Do you know if the new bids had been placed at the 
time of this letter, this memorandum of April 22, 1955? 

Mr. Prnxuey. No, sir; Ido not. I never heard of it before. 

Mr. Brooxs. Of course, we had never seen it until the other night. 
It is a very interesting memo. 

Mr. Moss. Mr. Chairman. 

Mr. Brooks. Yes, Mr. Moss. 

Mr. Moss. Have we the information indicating the date of accept- 
ance of the new low bid or when the bid was called for ? 

Mr. Brooks. I think the testimony the other day reflected that it 
went into effect on April 30. 

Mr. Prnxtey. That is right, sir, April 30. 

Mr. Brooks. And they had received a bid from somebody, I forgot | — 
what the name of it was, at 50 percent rebate on the 29th which you | i . 
didn’t accept. : 

Mr. Prnxiey. That was on workmen’s compensation, sir. That 
was from La Alianza’s. 

Mr. Brooxs. That is what I was sort of questioning, the procedure 
in that instance. You didn’t accept a bid on the 29th which would 
have saved you money on workmen’s compensation. 
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Mr. Prnxiry. That is right. We were merely advised as I recall 
it by National Lead that the low bid of the 2 was 5 cents per hundred 
dollars of payroll on this general liability and that they were putting 
it into force as we had instructed them. 

Mr. Moss. When did you receive the advice from National Lead ? 

Mr. Pinker. I don’t have that, sir, right now. I can get it from the 
files. My files are not yet accessible to me. They are down in the base- 
ment of our building. I can get that information. There are a tre- 
mendous number of dates and times involved in this, sir. 

Mr. Moss. I am as interested as you are in the statement in this letter, 
the elimination of automobile coverage is a pretext—and then going on 
to say that “Our new bid will be”—which indicates that it is a bid in 
preparation rather than one completed—it goes on and says, “It will be 
placed with us,” and I was wondering what the date was when National 
Lead determined they would accept the new low bid and when they 
requested those bids. 

Mr. Pinkxiey. Yes; the bidding was supervised by National Lead. 

Mr. Moss. Entirely? 

Mr. Pinkuey. Yes. We set up the standards of insurance; that is 
the amounts of insurance, the limits of liability, and the types of cover- 
age that we felt were necessary. We furnished that to our prime con- 
tractor, National Lead. 

Mr. Moss. Were you then required to approve bids or if the bid met 
the specifications, could they approve it without any further action? 

Mr. Pinker. No, sir; we were required to approve and they did 
send the general bids all down. Over in our original setup we in- 
cluded automotive liability under the general comprehensive or we 
had—yes, we included it. However, realizing that we had a fleet cover- 
age—well, first let me say that all of those bids were committed to 
GSA and the letter that the chairman read first was a letter in which I 
approved the workmen’s compensation and all but this one item of com- 
prehensive general liability. I told National Lead that these were 
very close and as they might develop a new low be removing the auto- 
motive coverage, that they could then award directly to the new low. 
I didn’t require reapproval. 

Mr. Moss. I am just trying to find out because I think you will agree 
this is peculiar phrasing. 

Mr. Pinxtey. That is peculiar phrasing. 

Mr. Moss. “The bid will be 5 cents and on this basis the order will 
be placed with us.” I am very curious about that. 

Mr. Prnxtgzy. Unless National Lead had already taken a bid also 
from the other company. I can tell you the name of that company. 

Mr. Moss. If they had taken the bid it would seem to me the tracing 
would be our bid as 5 cents and on this we will assume that we will 
— the business. They stated it will be, and on this basis we 
will 

Mr. Pinxtgy. Not having been present at that conference and not 
ever having heard this thing before, I am as astounded as you are. 

Mr. Rrentman. Mr. Chairman. 

Mr. Brooxs. Mr. Riehlman. 

Mr. Rrentman. Colonel Pinkley, you had never seen this corre- 
spondence before ? 
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Mr. Prnxtey. I had seen the letter which I wrote to National Lead 
authorizing them to approve the workmen’s compensation that the 
chairman read first, but this other correspondence has never even been 
discussed with me, this conference that they had in New York. 

Mr. Brooks. At this point, Mr. Reporter, would you put this entire 
memorandum in the record here. 

(The memorandum is as follows :) 


APRIL 22, 1955. 
ROBERTO HERNANDEZ CorvuJO, Manager, 
MIcHAEL J. McBripe, Vice President, 
Nickel Expansion Insurance. 


DEAR RoBerto: Yesterday Mr. Miguel Godoy and the writer had lunch with 
Mr. H. G@. Maiers and Erwin Shafer, preliminary to a conference between the 
latter two and Mr. Kestenbaum and Mr. W. Taylor. A happy coincidence 
occurred in the meeting of Mr. H. G. (Jerry) Maiers and Miguel Godoy because 
it turned out that they are personal friends from some 15 years ago in Peru 
and they renewed their friendship. 

After the conference of Messrs. Kestenbaum, Maiers, Taylor and Shafer, Mike 
gives the following report of the results. First, herewith please find a copy of 
the official letter of the General Services Administration signed by Mr. P. J. 
Pinkley, containing conclusions as a result of the analysis of proposals sent 
to him by the National Lead Co. In addition to presenting us with this copy 
of the letter, Mr. Shafer reports in the following manner : 

1. Workmen’s compensation and employer’s liability insurance: As you can 
observe from Mr. Pinkley’s letter, La Alianza’s bid has been approved. We are 
advised by Mr. Maiers that he will supply us with a copy of his letter to the 
GSA, which will state that Snare-Merritt has been instructed to place this 
insurance with La Alianza and obtain binders thereon. In addition, I have just 
been advised by Mr. Taylor that last night he sent instructions to Mr. Gamba 
in Cuba to place this insurance with you and obtain your binder covering this. 

You may also be requested to furnish a binder on behalf of North America 
for the coverage of the workmen’s compensation and employer’s liability insur- 
ance, New York office. This will be handled separately and I will arrange this 
in cooperation with Mr. G. U. Guerrini of the foreign department’s Philadelphia 
and New York office of the North America. 

2. Comprehensive public liability including automobile liability and property 
damage liability: The elimination of automobile cover is required by the GSA 
and is being used as a pretext for rebidding, as we were not the low bidder on 
the coverage. Our new bid will be 5 cents and on this basis, the comprehensive 
and property damage, but not including automobile liability, will be placed with 
us. Mr. Taylor has anticipated this by instructing Gamba to obtain the binder 
on this cover from you. 

In connection with the recommendation of the GSA that La Alianza reinsure 
90 percent of this liability, we see no conflict there, it just alters the manner in 
which we previously made our reinsurance arrangements. We know you will 
concur in this. 

With regard to the possibility that at a later date contractors may suggest and 
require increased limit of liability, we should await developments in that connec- 
tion, and if these limits need to be increased, we can attend to this by endorse- 
ments at a later date. 

3. Payroll robbery insurance: You will recall that we bid with limits of $50,000, 
$100,000, and $150,000 with different rates applicable to these respective limits of 
liability. 

In order to provide the protection the assured will need, it is recommended that 
we grant the schedule of limits that we have agreed to, and adjust the premiums 
in the following manner : 

If the sendings fall within a limit of $50,000, we will charge a rate of 0.0101 
percent. 

If the sendings fall within a limit of $100,000, we will charge a rate of 0.0125 
percent. 

If the sendings fall within a limit of $150,000, we will charge a rate of 0.015 

rcent. 

Pert the sendings reach the stage where they are about to go over $150,000, then 
we will need to be prepared to provide an additional cover at a rate to be nego- 
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tiated at a later time. This can be attended to by adding an endorsement at a 
later date. 

You will note from Mr. Pinkley’s letter and also the analysis, copy of which 
I sent you, letter dated March 25, pointed to the fact that some risks were ex- 
cluded within your form. From my recollection the risks excluded added no 
particular extra hazards and you should have no difficulty in conforming with 
the request of Mr. Shafer and the other members of this meeting and Mr. Pinkley’s 
request to broaden the cover and we feel that you safely can do this without any 
extra charge. 

4. The primary commercial blanket bond: You will observe that the GSA have 
granted this contract to El Globo. It is my understanding that Balmer & Moore 
will be the brokers on the risk and we are cooperating with Mike Shafer as their 
correspondent in New York to place the insurance through our office as the 
licensed broker. The full commission thereon will go to the credit of Balmer & 
Moore. Incidentally, the same situation will apply insofar as the workmen’s 
compensation insurance on the New York employees is concerned. 

We understand that Mr. H. G. Maiers on behalf of the National Lead Co. is 
making direct reply to Mr. Pinkley of the GSA to the letter of April 15, and that 
Mr. Taylor of the Snare-Merritt office in New York has passed the instructions to 
Snare-Merritt Habana for the issuance of binders. 

We know that as soon as you receive your instructions you will provide the 
binders needed from your end and that the issuance of the policies should follow 
shortly thereafter. We believe that coincidental with that, we should obtain the 
binders from the North American on the New York end. 

If you have any further instructions respecting the reinsurances, kindly inform 
me. The only change I see is the one that concerns comprehensive public liability 
where the GSA requests that we reinsure 90 percent with the North America. 

Mike Shafer sends his kindest regards to Enrique, to you and to all his friends 
there. 

With best wishes, I remain, 

Yours sincerely, 


Mr. Prnxtey. Is that the one that included the GSA conferences? 
Mr. Brooxs. Let me see. We will also put your original letter in. 
(The letter is as follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., April 15, 1955. 
Re Nicaro Expansion Insurance. 
Mr. H. C. WILDNER, 
Vice President, National Lead Co. 
New York, N. Y. 


DeaR Mr. WILDNER: We have reviewed the several proposals for furnishing 
insurance coverages required under the construction subcontract between your 
company and the Snare-Merritt Joint Venture as submitted with your letter of 
March 25. These include: 

Workmen’s compensation and employer’s liability insurance 

Comprehensive public liability including automobile liability and property 
damage liability 

Payroll robbery insurance 

Primary commercial blanket bond 

Due consideration has been given to the claims and counterclaims of the bid- 
ders, and to the financial statements, reinsurance provisions and guaranties 
included. The following are our conclusions: 


(@) Workmen’s compensation and employer’s liability insurance: The bids of 


| La Alianza, Compania Nacional de Seguros, 8S. A., and of El Globo offer identical 


reimbursement for the use of our hospital facilities, which, because premium 

rates are established by Cuban law, is the only element of competition. 

2 as El Globo is the workmen’s compensation insurance carrier for 
€ operating contractor, and as it is the Government’s policy to distribute its 
Usiness as equitably as possible among qualified vendors, the proposal of La 

Alianza is approved. 


74804—56——25 
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This carrier has certified that it can offer the reduced workmen’s compensa- 
tion insurance premium rates based on the experience rating of Frederick Snare 
Corp. in Cuba, with full compliance with Cuban statutory requirements. Defini- 
tive policies must reflect this saving. 

As the bids submitted did not include coverage for the Snare-Merritt employees 
in New York, new bids should be obtained for this insurance from at least three 
qualified carriers in the United States. These may include the qualified re- 
insuring companies of the respective Cuban bidders. 

(b) As the bids for public liability now include automotive coverage, which 
is to be withdrawn, the two low bidders, i. e., American International Under- 
writers and La Alianza, should be required to submit proposals for the same 
coverages, less insurance on all automotive vehicles. Coverage on rented ve- 
hicles, or for constructor employee owned cars used on official business, can very 
well be included under Cuban Nickel Co.’s fleet coverage. 

As the exclusion of the automobile coverage should reduce the rate, and might 
produce a new low bidder, authority is granted to approve the proposal which is 
most advantageous to the Government. 

In the event La Alianza is awarded the liability insurance contract in addi- 
tion to the workmen’s compensation contract, they should be required to rein- 
sure 90 percent of their liability coverage. Our idea here is to preclude over- 
extending their own financial capacity. 

Regarding Snare-Merritt’s recommendation to increase the limits of liability 
under their public liability coverages, we feel that this recommendation should 
have been made before any proposals were invited. We are not agreeable to 
negotiation with the favored bidder for these increases at this time. 

However, after the insurance contracts are awarded, we are willing to con- 
sider such justification as the constructor may submit for increasing these limits. 

If sufficient justification is presented, and an increase is approved, the policy 
limits can be adjusted upward by endorsement. In submitting their justifica- 
tion, Snare-Merritt should also funish information as to the increase in premium 
rates for the increased limits. 

(c) Payroll robbery insurance: La Alianza’s proposal for this coverage is 
substantially lower than any of the other bidders for this coverage. However, 
they have excluded certain areas of risk from their coverage. We concur in 
your belief that the policy should be broadened to cover these risks. You are 
authorized to negotiate with the low bidder, and award the contract to them, 
provided their premium increase does not remove them from the low bidder 
status. In the event the increase in premium for covering the excluded risks 
raises Alianza’s bid over that of a competitor whose proposal covers those risks, 
then you should award the contract to the lower bidder. The amount of this 
coverage should be approximately two-thirds of the largest estimated amount 
of cash on hand in Snare-Merritt’s possession in Cuba at any one time. 

(d@) Primary commercial blanket bond: El Globo is the low bidder for this 
coverage, and as they propose to place 100 percent of this coverage with Globe 
Indemnity, which company is on the Treasury Department’s approved list of 
bonding companies, this contract should be awarded to El Globo. A bond in 
the amount of $100,000 is considered adequate. If this same bond can be writ- 
ten to cover Snare-Merritt employees in New York, a substantial saving would 
result. If not, the constructor should obtain bids for a bond in like amount 
covering their New York employees, from qualified bonding companies. 

(e) Existing binders: Pending issuance of definitive policies and bonds, the 
successful bidders should be required to issue binders evidencing the respective 
coverages, and the present temporary short term binders canceled concurrently. 
Care must be exercised to avoid any period during which all risks are not fully 
covered. 

When definitive policies are issued, they should be dated as of the beginning 
date of the binders so that full advantage of the longer term rates will be 
realized. 

Two conformed copies of each new binder should be submitted to this office 
for review and approval immediately upon issuance. When definitive policies 
are issued, the original and one copy of each should also be submitted for 
approval. 
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While we have not followed your recommendation to place all of the above 
insurance in one carrier, we believe that the above arrangements will best serve 
the Government’s interest and, at the same time, be fair and equitable to the 
respective bidders. 

Sincerely yours, 


J. P. PINKLEy, 
Chairman, Nickel-Graphite Committee. 


¢ 


Mr. Brooks. It says: 
Yesterday, Mr. McBride, Mr. Shafer, Mr. Kestenbaum and Mr. W. Taylor—— 


Mr. Prnxuiey. My representative in New York was Mr. Linderholm 
and I wanted to be sure that my representative was not there be- 
cause he did not report it to me. 

Mr. Brooxs. Apparently he is not mentioned in the letter. 

Mr. Pinxtey. Right, sir. 

Mr. Moss. Mr. Chairman, do we have identified the other gentle- 
man, Mr. Kestenbaum and Mr. Taylor ? 

Mr. Prnkuey. Mr. Kestenbaum is a member of a firm of con- 
sultants to National Lead Co. Mr. Taylor is a representative of 
Frederick Snare Corp. I believe he has functions other than in- 
surance, but he also handles their insurance for them. I don’t know 
their first names, sir. 

Mr. Brooks. Any further questions, Mr. Moss? 

Mr. Moss. No. 

Mr. Brooks. I have here a very short telegram dated May 23, 1955, 
Balmer & Moore, 77 West Washington Street, Chicago: 

Shafer comprehensive liability, Snare-Merritt, New York situation resolved 
satisfactory with North American. 

McBRIDE. 
Apparently that is the reinsurance after they got this contract with 
them. I have two telegrams here. This one is dated January 21, 
1955, Erwin Shafer, DeBaro Hotel: 


Mr. J. P. Pinkley personally agreed to appointment. Meeting United States 
Washington office Monday, 9: 30 a. m. 
Best regards, 
MIKE McBRIDE. 


It is spperreny dated January 21. 


Mr. Prnxtey. May I ask who the writer of that is? 

Mr. Brooks. Mr. McBride. I have here another telegram dated 
January 28, 1955: 
Erwin SHarer, Balmer & Moore, 77 Washington Street, Chicago. 

Reservation Sunday National Hotel Havana. 

Regards, 
Mike McBrive. 

Apparently he was setting up the arrangements through Mr. Shafer 
to have a reservation in Havana on the trip that he talked about 
when he testified. And apparently Mr. McBride also had the feel- 
ing that Mr. J. P. Pinkley, yourself, sir, had agreed to meet him on 
the Monday. 

Mr. Pinxtey. What was that date, that Monday? 

Mr. Brooxs. Well, January 21 it was dated. It says: 


Mr. Pinkley agreed to appointment Monday at 9: 30 a. m. 
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Now we can get a calendar here and figure that out. 

Mr. Prnxtey. I believe that corresponds to the date he was in 
Washington on the 24th of January. I am not sure of it. 

Mr. Brooxs. That is what that would lead me to believe. As I 
recall his testimony he said the first time he had been down there 
was when he was in Mr. Mansure’s office on his way back from Havana 
and this telegram seems to indicate to me, sir, that Mr. McBride 
had an impression you were going to see him on Monday. 

Mr. Prnxtey. Mr. Shafer testified yesterday he was going to be in 
Havana on Monday the 30th. Mr. McBride, when he telephoned and 
asked me if he could have a representative come down and see him, 
I do not believe at that time they identified the representative. 

Mr. Brooks. Did he come down and see you? 

Mr. Pinxtey. Mr. Shafer came down after he talked to Mr. Man- 
sure. 

Mr. Brooxs. That was the first time you saw him ? 

Mr. Pinxtry. That was the first time I saw Mr. Shafer, yes. 

Mr. Brooxs. And this Monday appointment was not for Monday 
the 24th? 

Mr. Prnxtey. It must have been. I have seen Mr. Shafer 2, 3, or 
maybe 4 times. Once or twice I didn’t talk to him. He stuck his head 
in the door and just said he was passing through. But twice I did 
discuss insurance very nets with him, sir. 

Mr. Brooxs. Did you talk to him on January 24, this Monday 
appointment ? 

r. Pinxuey. Yes, he came down from Mr. Mansure’s office and said 
that he was interested in the Nicaro insurance. 

Mr. Brooks. Now, this is on the 24th, prior to his going to Habana? 

Mr, Prngtey. That is right. 

Mr. Brooxs. Then did he stop back on his way from Habana when 
he “lost” that memo you so kindly took care of ? 

Mr. Pinxtry. He stopped in the office a few days later and said he 
was going to bid on the job. .Now, Mr. Shafer represented himself as 
being a representative of agency, not a brokerage. His card which he 
left with me said Balmer & Moore, insurance agents. 

Mr. Brooks. It didn’t indicate they were brokers? 

Mr. Pingtey. No, sir, Mr. Shafer has never mentioned the word 
“broker.” 

Mr. Brooks. You didn’t know he was a broker ? 

Mr. Pinky. No, sir, and an agency is a legitimate bidder on a 
contract. 

Mr. Brooxs. Did they submit a bid ? 

Mr. Prvgtey. No, sir. 

Mr. Brooxs. Is Mr. Medley here? 

I thought I saw him back there. 

Mr. Extiorr. Yes, he is. 

Mr. Brooks. I wonder if we could call you for just a moment. 

He is not a surprise witness. He is a man I thought would be here 
anyhow. Would you raise your right hand, sir, and be sworn? 

Mr. Meptey. Yes, sir. 

Mr. Brooxs. Do you swear the testimony you are about to give this 
subcommittee to be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Meptey. I do, sir. 
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Mr. Brooxs. Will you be seated, sir. 

I had just a couple of questions, Mr. Medley. 

(1) Had you ever examined this document or a similar one? 
Will you please hand that to him. 


FURTHER TESTIMONY OF MAX K. MEDLEY, COMPTROLLER, 
GENERAL SERVICES ADMINISTRATION 


Mr. Meptey. No, sir; I have not personally examined this document, 
Mr. Chairman. 

Mr. Brooxs. Have you seen one that is similar to that one? 

Mr. Meptey. No, sir; I have not. 

Am I correct, sir, in assuming that this is La Alianza’s bid ? 

Mr. Brooks. That is what it says. 

Mr. Mep.tey. Well, I have never seen the document before, sir. That 
is the only reason I ask. I may say this to the committee. I have 
not examined it personally. However, members of my office did con- 
sult with Mr. Pinkley’s staff in connection with this insurance matter. 
I am informed—when I say members of my office, I am referring to 
Mr. P. W. Jordan who is Assistant Comptroller for Credit and 
Finance, Mr. Johnston Russel, who is his deputy and who is also a 
member of the Nickel Graphite Committee, and who is present at this 
time, and Mr. Miller, who is an insurance specialist in our office, having 
been engaged in insurance work since 1921. 

Before the hearing started Monday, I was told by my staff that they 
had examined the bid, that they concurred in the award by Mr. Pinkley 
to La Alianza because the existing workmen’s compensation insurance 
on the existing operation was with the other tie bidder and that had not 
Mr. Pinkley suggested the award be made to La Alianza that our staff 
would have made that suggestion because one of GSA’s prime functions 
was to foster competition and to broaden competition wherever possi- 
ble. This contract is for 1 year only and will, of course, come up for 
rebidding. 

Therefore, we concurred. 

When I say “we,” I mean my staff. We concurred in the award to 
La Alianza iitinan they felt that it would foster competition and 
would maybe result in obtaining a lower premium at the end of the 
first year. 

Mr. Brooks. This is from the Balmer file, this particular document. 
Would you also look at this particular document which is quite similar. 
It looks like another copy of this same contract to me and could you 
identify the partly erased notation in the upper lefthand corner. 

The light is not too good here, but I think you can make it out. It 
looks to me like it says, “Take up with Medley on Monday.” Can you 
make that out, reading it there? 

Mr. Meptey. I am not sure. It could be that. First, I thought it 
said something like that. If that is what it says, it could be. I am 
not sure. 

Mr. Brooks. This also comes from the Balmer & Moore files. 

Mr. Meptey. To my knowledge, Mr. Chairman, I have never seen 
this document before me either. 

Mr. Brooxs. That is the way it was turned over to us by Balmer & 
Moore, and that is how we noted that written notation and wondered 
if maybe they had wanted to put it on there for you to consider as you 
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say you had considered this other contract, or somebody in your staff 
had looked it over. 

Mr. Meptey. Well, again, Mr. Chairman, it may be that some mem- 
ber of my office has seen this document. As of the moment, I don’t 
honestly know. 

Mr. Banoxs. Thank you very much. Did you all by any chance have 
any questions of Mr. Medley. 

Mr. Youncer. I don’t even know who he is. He wasn’t identified. 

Mr. Brooxs. I neglected to do that. 
nae you please state your full name, and your capacity with the 

Mr. Meptey. Yes, sir; my full name is Max Medley. I am Comp- 
troller of the General Services Administration. 

Mr. Brooks. You were identified the other day, were you not, when 
you testified during Mr. Mansure’s testimony and were sworn at the 
same time as I recall. 

Mr. Meptey. Yes, sir. 

Mr. Rreniman. Mr. Chairman, before he leaves, would you properly 
identify that document? I think you did, but to be sure, that came 
from the Balmer & Moore files; is that correct ? 

Mr. Brooks. Yes, sir. 

Mr. Rreniman. And any notation that might have been on it could 
easily have come from any member of Balmer & Moore, that they were 
going to see Mr. Medley ? 

Mr. Brooks. That is exactly right. 

Mr. Rienitman. And Mr. Medley would have no knowledge of it, 
and would have no reason to know why they wrote it on there unless 
it was something they wanted to discuss with him about an insurance 
contract ? 

Mr. Brooks. That is right. I asked him the question really to find 
out if it might recall to his memory some action on that notation, if 
he personally might have looked it over. 

Te said he has never seen it before, and somebody in his office looked 
at one similar which also came from Balmer & Moore and had analyzed 
it but he said he hadn’t seen this one. 

Mr. Younger. Mr. Chairman? 

Mr. Brooks. Mr. Younger? 

Mr. Youncer. About how long have you been with GSA? 

Mr. Meptey. Since its creation. 

Mr. Brooks. Where were you in the Government before that ? 

Mr. Meptey. I worked with the Government since 1935, 7 years 
with Department of Agriculture, later with the Foreign Economic 
Administration, part time in the service, and when I came out of the 
service I was with RFC, I was later merged into War Assets Admin- 
istration, and then later with GSA. 

Mr. Younaer. What State are you from? 

Mr. Meptey. Illinois. 

Mr. Younerr. What part of Illinois. 

Mr. Meptxy. Fourteenth Congressional District; it is on the western 
side of Illinois. 

T was born and raised in a town named Hamilton, [l., Mr. Chairman. 

Mr. Youncer. Originally when you came in the Government service 
did you come in by appointment or did you take a civil-service 
examination ? 
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Mr. Mepitey. Well, I did not take a civil-service examination, I came 
to Washington to look for a job and managed to get a job with what 
was then the Resettlement Administration that was just starting up as 
an acting clerk. 

Mr. Youncer. Then later on you were blanketed into civil service ? 

Mr. Meptey. I took a civil service examination after I got out of the 
Army. 

So Younger. And you came back in? 

Mr. Meptey. Yes, sir. 

Mr. Youncer. And then to the GSA ? 

Mr. Meptey. Yes, sir. 

Mr. Youncer. And you are now chief accountant ? 

Mr. Meptey. I am Comptroller of GSA. 

Mr. Youncer. Prior to that what experience did you have in the 
field of accounting ? 

Mr. Meptey. I came to the Government directly out of school, sir. 

Mr. Younger. As an accountant? 

Mr. Meptey. As an accounting clerk. 

Me. Youncer. All of your experience has been in the accounting 
field ? 

Mr. Mepuey. Yes, sir. 

Mr. Younger. Are you a certified accountant ? 

Mr. Meptey. No, sir. 

Mr. Youncer. Would you consider yourself a Government employee, 
a policy making employee, or one who merely follows the policy deter- 
mined by higher ups? 

Mr. Menptey. I consider myself one who carries out policy and 
not a policymaking employee. 

Mr. Younger. Your position then you would not consider as a 
policy making decision ? 

Mr. Meptey. No, sir. 

Mr. Youncer. Have you had good cooperation all of the way 
through from Mr. Mansure? 

Mr. Meptey. Yes, sir, the best. 

Mr. Youncer. Ever since he came in? 

Mr. Meptey. Yes, sir. 

Mr. Youncer. That is all. 

Mr. Brooxs. Any further questions, Mr. Younger ? 

Mr. Younecer. No, sir. 

Mr. Brooks. Thank you, Mr. Medley. We will excuse you at this 
point. 

Colonel, this is a letter dated February 10, 1955, to Mr. Shafer, 
from you and it is one we have already put in the record. It lays 
out that you are enclosing to him copies of this letter which he left 
with Mr. Mansure for your files. 

This is the way we found it in the Balmer & Moore files. It indi- 
cates here that there is this original letter which you sent and the 
details of this bid, a carbon of it, and so forth, and I wondered if 
you would look at it and give us an idea if that is not the way you 
returned it to Balmer & Moore when you sent that letter. 
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FURTHER TESTIMONY OF JAMES P. PINKLEY, DIRECTOR, NA. | 
TIONAL INDUSTRIAL RESERVE DIVISION, GENERAL SERVICES © 
ADMINISTRATION 


aoe PinKEy. I believe, sir, that the attachment on the back has been 
added. 

Mr. Brooks. You think the attachment on the back has been added? 

Mr. Prnxuey. I rather think it has because if I may go into just 
the history of this—— 

Mr. Brooks. Just for identification, is that a carbon or the original 
copy of the bid? 

r. Prnxiey. This is a carbon apparently of a bid—no, this is 
a financial statement of the La Alianza financial statement of insur- 
ance company of North America. It is a letter to Snare-Merritt from 
Enrique Godoy, president of La Alianza, a letter conveying this other 
data, a copy of two telegrams apparently, from La Alianza—it is 1 
telegram, 2 pages, from the insurance company of North America to 
La Alianza regarding reinsurance. 

Then there is a copy of an agreement apparently, herein called the 
company, named in the declaration part here of —— 

r. Brooxs. Colonel, that is apparently substantially what you 
sent back to him then ? 

Mr. Pinu ey. I see here, sir, that there is coverage. The reason I 
question this last item, sir, is it may be, but I know that there is 
mention of automobile and ‘other types of coverage. 

In my own letter I stated that we note that the proposal provides no 
coverage for comprehensive public liability and workmen’s—no, other 
than supplemental coverage requested in the invention to bid. 

It is assumed that these were included in the submittal to Snare- 
Merritt. 

Now those bids from Snare-Merritt were received in Habana on 
February 3, the day before Mr. Shafer left this, and I did not receive 
this the day Mr. Shafer was there. 

Mr. Shafer was in to see Mr. Mansure and Mr. Mansure’s secretary 
called me and said that there was an envelope there that Mr. Shafer 
had left and that Mr. Mansure would like me to take a look at it and 
take whatever action I thought was necessary. 

Mr. Brooks. The secretary called you and said what ? 

Mr. Pinxuey. The secretary said that Mr. Shafer had left an 
envelope in Mr. Mansure’s office. He had stopped there a moment and 
Mr. Mansure had not had time to talk to him, but he had left an 
envelope in his office and Mr. Mansure asked me to take a look at it 
and see if it was anything that required any action and if so to take it. 

The action I took was to call in a man, Mr. Dillard Harrison who 
who handles most of my insurance matters, who analyzes these bids 
for me, and I asked him if it meant anything to him and he said it 
did not. 

I returned this letter then to Mr. Shafer. 

Mr. Brooks. Thank you. Now, Colonel, would you take a look at 
this document here and see if it does not look like the original of the 
bid or rather the letter to Snare-Merritt with the data on the insurance 
that they need ? 

Is that what it looks like ? 
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You have seen that letter before, the La Alianza bid, the thick file 
that you just received. 

Mr. Pinker. Yes, sir. 

Mr. Brooks. Is that what that looks like? What is that? 

Mr. Pinxuey. This looks like the original of the same thing, sir, 
except that there are some specimen copies of policies attached. 

Mr. Brooks. There would be in the original contract. 

Mr. Pinxuey. That is right. 

Mr. Brooks. Now take that letter that you wrote and fit it right on 
top of there and see if it does not still fit that paper clip there, that is 
still on there. 

Mr. Pinxxry. It looks like it very well could. 

Mr. Brooks. Is that the document you sent back to Mr. Shafer and 
could they have been confused after they got in the Balmer & Moore 
files by some chance ? 

Mr. Pryxxey. I could not say. There is evidence that that does 


fit that letter. 

Mr. Brooxs. You would have handled the original bid the same 
way ? 

Mr. Pinxtey. Not realizing, sir, that it was an original bid. I did 
not recognize it as such at the time. 

Mr. Brooxs. You would have made an analysis of it just the same 
the way you did? 

Mr. Pinx.ey. I did not analyze it as such except to state and I still 
feel, sir, that it could not have been as complete as that at the time I had 
it because I would not have said that the comprehensive liability and 
the automotive coverage was not included. 

Mr. Brooxs. Now, Colonel, when did you first learn the insurance 
interest of Godoy-Sayan ? 

Mr. Prnxiey. Godoy-Sayan has bid on the workmen’s compensation 
for the nickel-processing corporation I think 2 or 38 times in prior 
years. I believe the first time I ever met anyone from Godoy-Sayan 
was in either December or January, and I cannot place it exactly. 

Mr. McBride and another gentleman from Godoy-Sayan came to 
my Office and said that they would be interested in bidding on any of 
our insurance requirements. 

_ Mr. Brooxs. About what month and year did you first learn of their 
insurance interest, Colonel ? 

Mr. Pinxtey. I think early—some time in January of 1955. 

Mr. Brooks. That is the first you knew of Godoy-Sayan being in- 
terested in Nicaro insurance ? 

Mr. Prnktey. No, sir; not in Nicaro insurance. As I tell you, sir, 
they did actually bid in previous years, in 1954 they actually bid on 
the operating company’s insurance. 

Mr. Brooks. That was the question, when did you first learn that 
they were in the insurance business and were bidding on business of 
this nature, and that was you say in what year? 

Mr. Pryxxey. I believe in 1954 and back in 1951 I believe they had a 
policy on the operating companies. It was a binder, a short-term 
binder for insurance, from April 30, 1951, to December. Through 
September—I beg your pardon, October 26, 1951, they had a. work- 
men’s pee policy for the Cuban Nickel Co. It was I believe 
Cuban Nickel Co. It does not say here, but it was either Cuban Nickel 
or Nickel Processing. 
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Mr. Brooxs. About 1951 then ? 

Mr. Prnxtey. That is right. 

Mr. Brooxs. Thank you. : 

Has the GSA ever disapproved Nickel Processing Co.’s recommenda- 
tion as to workmen’s compensation coverage on the Nicaro operations?! 

Mr. Pinxury. Have they ever disapproved—sir, I did not quite get 
the question. 

Mr. Brooks. I will ask it again. 

Has the GSA ever disapproved Nickel Processing Co.’s recommenda- 
tion as to workmen’s compensation on the Nicaro operations? 

Mr. Prnxury. Yes, sir. 

Mr. Brooks. On several occasions, or on one occasion ? 

Mr. Pinxtey. I think it was the same party, the same proposed 
bidder, the bids were equal or very, very approximately equal and that 
was a bidder—I can’t even recall the name. 

He was a representative of an insurance company at Comiguey, a 
small town in Cuba and he was bidding against the company, El Globo. 
El Globo had spent considerable time and funds in setting up a safety 
program for us, an accident-prevention program, that has resulted in 
consecutively lower insurance costs. 

Our first contract was 45 percent. It then went to 71 percent, and 
it is now 80 percent, reimbursement to the Government for our hospital 
services. And I did not feel that with that kind of service that we 
could for a very minor, and it would mean a thousand dollars where 
actually the additional saving that we would receive through El 
Globo’s policies has amounted to many, many times that. 

Mr. Brooxs. Then on that occasion and on one other you have turned 
down Nickel Processing Co.’s recommendation on workmen’s compen- 
sation. 

Mr. Prnztey. I believe, sir, that those were both the same, they in- 
volved the same insurance and the same policy. 

They were at two different times. 

Mr. Brooks. Thank you. 

Mr. Prnxtry. Mr. Wildner wrote to me and recommended another 
company and on the basis of the service that he had received and the 
very favorable premium or the very favorable reimbursements that 
we were receiving I told him that I believed that we should continue 
with the same company. 

Mr. Brooks. Fine. 

Now then would you say that the GSA has the power if it wants to 
exercise it, to choose the insurance carrier for the Nicaro operations?! 

Mr. Pinxtry. Sir, those were based on competitive bids. GSA I 
believe has the power, yes. 

Mr. Brooxs. If it elects to exercise it, to choose the insurance carrier 
for the Nicaro operation ? 

Mr. Prnxtey. I believe so, sir, yes. 

Mr. Brooxs. Even though they picked a bidder which was not tech- 
nically the lowest bidder in that instance but one which you felt offered 
some other inducements ? 

Mr. Pinxtry. When the bids were received, sir, it turned out to be 
the lowest bidder. 

I believe that the party that Mr. Wildner recommended, and I be- 
lieve Mr. Wildner was honest in his belief that these bids were com- 
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parable—I think their bid was 6814 percent and the low bidder turned 
out to be a 71 percent reimbursement. 

Mr. Brooks. All right, thank you, Colonel. 

Now when Nickel Processing awards compensation insurance on the 
Nicaro operation does it retain the right to designate the broker who is 
to be paid by the insurer ? 

Mr. Pinxtey. Yes, sir. 

Mr. Brooxs. Who customarily designates the broker ? 

Mr. Pinxizy. The insured. 

Mr. Brooxs. Is Mario Lazo an attorney for the General Services 
Administration ? 

Mr. Pinger. He is the attorney for Cuban Nickel Co., sir, which is 
of course the entity which owns or has the equity in the plant and the 
stock of which is owned by the United States. 

Mr. Brooxs. And administered by the GSA ? 

Mr. Prnxiey. And administered by the GSA? That is right. 

Mr. Brooks. And so in fact then, Mario Lazo does represent the 
GSA through the Cuban Nickel Co. in Cuba. 

Mr. Pinxey. Yes, sir; he is a contract attorney. 

Mr. Brooxs. How much is he paid ? 

Mr. Prnxtey. $18,000 a year I believe, sir. 

Mr. Brooxs. Were you ever visited by representatives of the Godoy- 
Sayan Corp. ? 

Mr. Prnxtey. Yes, sir. 

Mr. Brooxs. Who and when? 

Mr. Prnxtey. A man by the name of Antonio Perez, Benitoa, an- 
other gentleman by the name of Corjuo, and I do not have his first 
name, and Mr. McBride who is a vice president, I understand, of 
Godoy-Sayan, came into my office quite early in January, about the first 
week in January and discussed insurance in general in Cuba. 

They discussed Cuban insurance in general. They did not specifi- 
cally mention the expansion. They were talking about the expansion, 
the operations and all various phases of insurance. 

I referred them to Nickel Processing and National Lead as they 
were the people who were handling the bidding. 

Mr. Brooks. Did you ever give these representatives a letter of in- 
troduction to Mr. Wildner at National Lead? 

Mr. Prnxtey. I did; yes, sir. 

Mr. Brooks. And did they actually visit National Lead ? 

Mr. Prngtey. I do not know, sir. I don’t recall now that I ever had 
a confirmation that they had or had not. 

Mr. Brooxs. Have you met Mr. McBride of Godoy-Sayan? 

Mr. Prnxtey. Yes, sir; Mr. McBride was one of those people who 
visited my office. 

; Mr. Brooxs. Do you know who the attorneys are for National 
ead ? 

Mr. Prnxteyr. No, sir; I do not, except that they have an attorney 
on their staff, a Mr. John Lawlor. He is the only one that I know per- 
sonally on their legal staff. 

Mr. Brooks. Well, I would like to introduce this letter indicating 
that the Machado firm was their counsel. 
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(The letter is as follows :) 


NUNEZ Mesa y¥ MACHADO, 
Habana, February 17, 1954. 
NICKEL PROCESSING CoRP. 
Nicaro, Orlento. 

Dear Sirs: We wish to confirm our cable of January 12, 1954, which reads as 
follows: “Bourland O. K. to rent boats with profit as consulted within port 
limits.” 

In effect, we consider that it is permissible for Nickel Processing Corp. to let 
its employees use its boats for pleasure rides charging a fee, even if a profit is 
obtained therefrom, provided that the boats travel within the boundaries of the 
classification in which they are registered, the same as when carrying private 
haulage. 

As you know, the said boats are registered in the fourth list (lista cuarta) 
which pertains to vessels used for interior port traffic (trafico interior de los 
puertos) as per the classification established by Treasury Department Circular 
No. 276 of July 5, 1904. 

Said circular does not expressly state whether boats in the fourth list should 
be dedicated to freight or passenger service and therefore we have reached the 
conclusion that they may be dedicated to either, provided the boats travel ob- 
serving the aforementioned limitations. 

Our legislation is quite lacking in the matter and, therefore, the other day 
we visited the port captain of Habana in order to confirm our views on the sub- 
ject, the said officer having agreed to the opinion hereinbefore set forth. 

With reference to private railroads, the same may not be used for the trans- 
portation of other companies’ goods or products, unless a special application is 
filed before the National Transport Corp. and authorization is thus granted, ac- 
eording to the provisions and requisites of their General Order No. 76 of June 
28, 1950. 

Such authorization is only granted in cases where no other means of transpor- 
tation are available and the necessity for such service is justified by a certifica- 
tion of the mayor or other competent local authority to that effect. 

If through an error or misunderstanding there is any case presently pending 
solution, we believe same should be submitted to the corporation Nacional de 
Transportes unless, in practice, another solution is found. 

In any event, we gladly offer our cooperation in consulting any particular case 
extraofficially before the said corporation, if you should so desire. 

Very truly yours, 
NUNEZ MESA Y MACHADO. 


Mr. Brooks. Would you like to take a look at that? 

Mr. Prnxtey. I was thinking in the United States, when you say 
National Lead. I believe that Nunez Mesa y Machado are representa- 
tives not of National Lead directly but of Nickel Processing on a re- 
tainer basis of some kind in Cuba. 

Mr. Brooxs. You are no doubt aware that Mr. Mesa is also a secre- 
tary of La Alianza Insurance Co. owned by Godoy-Sayan ? 

Mr. Prnxtey. I did not pick that up, sir, until I had gone over these 
files again. I know Mr. Godoy was the head because he signs the cor- 
respondence. I had not noticed in the corner of the correspondence 
who the officers were. 

Mr. Brooks. Is this not the same La Alianza which was awarded 
the workmen’s compensation at Nicaro? 

Mr. Prnxtey. Yes, sir. 

Mr. Brooks. I have here two memoranda we introduced in the 
record when Mr. Mansure testified which apparently you sent ad- 
dressed to him laying out needs for compensation insurance at Nicaro 
with a supplement dated the 17th of September 1954, pointing out 
some additional facts about the gross premium cost for workmen’s 
compensation and other details. 
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Would you take a look at them and I ask you if you remember 
whether or not Mr. Mansure asked you to get that information or if 
you just thought it would be nice for him to have. 

" Mr. Pryxtey. Yes, sir; I recall this. 

Mr. Brooxs. You recall them ? 

Mr. Pinky. Yes. 

Mr. Brooxs. Do you recall who asked you to write them ? 

Mr. Pinxtey. Yes. 

Mr. Mansure asked me whether our insurance in Cuba was all with 
one company or whether it was spread among a number of different 
companies. 

My first reply was—I believe I actually supplemented it later with a 
memorandum showing the spread—but that it was a protection that 
could be handled one way or another way. But I did mean to express 
definitely that it was a company that is approved, either a Cuban 
company or American subsidiary approved for business in Cuba. 

Mr. Brooks. Are you familiar with the first bids received under 
the Nicaro expansion insurance ¢ 

Mr. Pinkuey. Yes, sir; I went overthem. I did not do the complete 
analyzing of them because there is a stack probably 4 or 5 inches thick 
of Spanish and American documents and I did go over the analysis 
sufficiently to realize that it was not possible to get a real comparison 
among them. 

Mr. Brooxs. Did you have any criticism of those bids which were 
corrected by the second set of bids? 

Mr. Prnxktey. Yes, sir. In the first place in some of the first bids 
the companies had attempted to make a deal with the doctor who 
operates our hospital and that I could not entertain because the 
doctor is under contract to us. 

Mr. Brooks. Thank you. 

Would you read into evidence a copy that is made of a pencil note 
that you apparently wrote to Mr. Strecker of your organization ? 

There are two notes there, if you would read them both, we would 
appreciate it, Colonel. 

Mr. Prnkzey. One is a note to Strecker : 

Contact J. Russell and ask him to ascertain cost of performance bond in 
amount of $100,000, $500,000 and $1 million so we can discuss in connection with 
expansion. Tell him to determine the amount of security bond Snare-Merritt 
and Ferguson will require. Mr. Mansure wants this information. 

Mr. Brooks. When did Mr. Mansure request this information, 
Colonel ? 

Mr. Prnxtey. I rather assume the same day. I do not know. I 
don’t recall exactly but I normally try to take care of those things the 
same day. 

Mr. Brooks. That is probably a wise policy. 

Do you know why he wanted the information ? 

Mr. Pryxey. Well, on the performance bond he had called me one 
day and asked me if I knew who the American Surety Co. was and 
whether they were an approved bonding company on the Treasury De- 
partment’s approved bonding company list. 

I could not find any company called American Surety. I did find 
a company called American Security and I checked with the 
Comptroller’s office and they told me that they were on the approved 
list of the Treasury for bonding companies. 
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I conveyed that information to Mr. Mansure. He had also told 
me that a Mr, Franz who was the president of that company, or Mr. 
Hunt, was the vice president. 

Mr. Brooxs. Of what company ? 

Mr. Pinker. He referred it to me as American Surety Co. It 
turned out I believe to be—the nearest I could find anyway was thé 
American Security Co. 

Mr. Brooxs. Do you have any idea what he did with this 
information ? 

Mr. Pinxtey. No, sir; but I do know we had a considerable num- 
ber of inquiries that I had from other people regarding bonds. 

Mr. Brooks. I wish you would read this letter of yours dated 
December 3, 1954, to the National Lead Co. and signed by yourself 
indicating that they were considering new bids at that early date. 

Would you read it to the committee? 

Mr. Pinxuey. I beg your pardon, sir, December 3, 1954. _ 

National Lead Co., 111 Broadway, New York, N. Y. Nicaro ex- 

ansion insurance—Snare-Merritt. We have your letter of Novem- 
hae 29—I should have said it is attention Mr. A. B. Bender, chief 
engineer. 

GENTLEMEN: We have your letter of November 29, 1954 regarding the bids 
for insurance on the Nicaro expansion. 

We have no record of a letter dated November 19 to Mr. Lawlor. We did 
write to Mr. Lawlor on November 16 regarding National Lead Co.’s liability 
coverage and its self-insurance workmen’s compensation insurance which we 
assume is the letter to which you refer. 

However, this would have no bearing on the coverage for Snare-Merritt and 
does not void the insurance requirements forwarded to you in our letter of 
April 28, 1954. 

As stated in our letter of November 30, 1954, we want to review a copy 
of the invitation and instructions to bidders on which the present bids were 
based prior to approving the making of new bids. Also it is requested that 
a copy of your proposed invitation and instructions for new bids be for- 
warded to this office for review. 

After we have reviewed these copies we will advise you of our concurrence 
with respect to your recommendations for taking new bids. If it is decided 
to take new bids, all financially responsible insurance companies in the United 
States who have Cuban subsidiaries will wish to bid. 

Also, all financially responsible insurance companies of Cuba who reinsure 
in the United States should be invited to bid. 

Very truly yours, 
J. P. PINKLEY, Chairman, Nickel Graphite Committee. 


Mr. Brooxs. Does that indicate then that they were considering 
rejecting bids to you? 

Was that your intent, sir, in writing the letter? 

Mr. Pinker. Rejecting the first bids; yes, sir. 

Mr. Brooxs. And of course considering the possibility of having 
some additional bids? 

Mr. Prnxtey. Right, sir. 

Mr. Harpy. Did I understand further, Mr. Chairman, that this 
letter indicated that there was a review of the invitations being 
proposed by General Services personnel ? 

r. Prnxuey. I asked for a copy of the invitation to bid that had 
been issued, and I asked for, I believe, copies of the policies. 

Mr. Harpy. Well, the thing I was trying to understand was that 
new invitation that had just gone out. 
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Mr. Prvxiey. What I intended to convey was I wanted a copy of 
the original invitation and a copy of the new one which they pro- 
posed because there had been some garbled Spanish in translation into 
Spanish aoremety in the original invitation and I believe that led 
to some of the confusion in the original bids and we wanted to see 
whether their invitation followed the standards for insurance that we 
had set up. 

Mr. Harpy. So at the time that this letter was written, the whole 
question of insurance was up in the air; is that right? 

Mr. Prnxury. That was, sir. The coverage was on a binder but 
the actual taking of definitive bids I believe was somewhat nebulous. 

Mr. Brooxs. Colonel Pinkley, in regard to the insurance on the 
Nicaro expansion project, was there a condition in the first invitation 
to bid which would require the winning bid to have a certain amount 
of policyholders’ surplus ? 

Mr. Pry«uey. Yes, sir, including however the reinsurance com- 
pany. In other words the risk is spread between the original com- 
pany writing the binder and the reinsurer, and the two, if there is 
reinsurance—if it is only a company bidding on their own without re- 
insurance they must have that provision; yes, sir. 

Mr. Brooks. I understand that Snare-Merritt made an analysis of 
the first bids, a copy of which was sent to you at the General Services 
Administration oat this analysis showed that El Globo was one of the 
low bidders; did it not? 

Mr. Pinker. It showed one of the tie low bidders; yes, sir. 

Mr. Brooks. Did it also show that El Globo had a $55,000 surplus 
for policyholders ? 

Mr. Pinxuey. But they were backed by the Liverpool, London, and 
Globe, one of the largest insurance companies in the world, and we 
have in writing a commitment by Liverpool, London, and Globe to 
underwrite cod make good any commitments that E] Globo made. 

I considered that ample security. 

Mr. Brooks. It is one of the largest insurance companies in the 
world, the London firm ? 

Mr. Prnkiey. Yes, sir. 

Mr. Brooks. Now after the first bids were rejected, the terms of 
the second invitation were changed to include the policyholders’ sur- 
plus requirement ? 

Mr. Prnxtey. I beg your pardon, sir. 

Mr. Brooks. I say after you rejected the first bids did you change 
the requirements as to a policyholders’ surplus? 

an Pinker. No, sir, that has been a standard we have had right 
along. 

Mr. Brooks. What was the amount of the policyholders’ surplus? 

Mr. Pinxuey. I believe a million dollars. 

Mr. Brooks. A million dollars? 

Mr. Pinxuey. Yes. 

Mr. Brooxs. What was it in the second? 

Mr. Pinxuey. A million dollars. 

Mr. Brooxs. Would you agree that the effect of this policyholders’ 
surplus requirement would eliminate El Globo as a competitor? 

r. Prvxiey. No. 

Mr. Brooxs. It would not have any effect on it? 
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Mr. Prinxiey. Well, inasmuch as they are reinsuring through a 
strong company, either in the United States or in England or some- 
one else, I believe that that coverage is sufficient. 

Mr. Brooks. Did the Snare-Merritt analysis point out that this lack 
of a sufficient policyholder’s surplus requirement was a basis for re- 
a the El Globo bid, the analysis dated March 16, 1955, pages 1 
and 2% 

Mr. Pinxtey. I did not get that question. 

Mr. Brooxs. Would you read it back, please, Mr. Reporter ? 

(Question read.) 

Mr. Brooks. This is the analysis, Colonel, you told me they sent you. 

Mr. Pinxtey. No, sir; March 16, 1955, was the day after 1 approved 
and that was on a conference that they held since as I understand it 
after they had gotten my letter of 3-15. I beg your pardon, they are 
talking about March 15. I do not recall. I don’t recall that I had 
ever seen that until much later anyway, this meeting that they had had. 

Mr. Brooxs. But to refresh your memory, this concerns the Snare- 
Merritt analysis of workmen’s compensation and comprehensive lia- 
bility insurance bids opened February 9, 1955. 

It is on the Snare-Merritt—this partnership venture—stationery, 
and at the bottom of page 1 it says El Globo states in its bid that its 
policyholder’s surplus is less than the minimum requirements of 


To offset this deficiency it stated that each policy is 100 percent 
guaranteed by a foreign company. Because of GSA’s requirement 
pertaining to unobligated policyholder’s surplus and its policy of 
favoring only Cuban and United States insurers and reinsurers, it 
was necessary to reject this bid. 

Does that ring a bell ? 

Mr. Pinxtey. No, it does not ring a bell. I do not recall having 
seen that statement. 

Mr. Brooxs. Then this analysis is correct or incorrect. 

Mr. Pinxtey. I think it is incorrect because they had the backing 
up of a much larger and stronger company. 

Mr. Harpy. Well, who rejected the bid, Mr. Chairman ? 

Was their bid rejected ? 

Mr. Pinxtey. It was rejected. Actually there was a tie bid. They 
were exactly even. Each one offered 45 percent or reimbursement for 
whose services equal to 45 percent of the premium. The bids came to 
me with a little schedule. It came to our little section that handles 
this insurance. They spent several days going over them. 

Mr. Brooxs. And your statement is that the GSA did not require 
the policyholder’s surplus ? 

Mr. Pinxxey. Not the policy writer if its underwriter had sufficient 
additional capital to support it. 

Mr. Brooks. Then you feel that this analysis of the El Globo bid 
was substantially incorrect. 

Mr. Prnxtey. I do, sir. 

Mr. Harpy. Mr. Chairman? 

Mr. Brooxs. Mr. Hardy. 

Mr. Harpy. This is an analysis signed by Mr. Cremer apparently, 
and I do not see any date. That is what I was trying to find. Yes, 
it is dated March 16. The letter is dated March 16, of which this is 
apparently a part. 
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Mr. Brooxs. Who is that addressed to ? 

Mr. Harpy. Mr. H. A. Ehrlacher, project manager, in New York, 
and it is a Snare-Merritt letter signed by Mr. Cremer apparently, 
and it states unequivocally that the Globo bid was rejected because 
it did not meet GSA requirements, and Mr. Pinkley, you say you did 
not know that ? 

Mr. Pinxtey. I don’t recall that particular statement. 

Mr. Harpy. Well, did you have another reason for rejecting Globo ? 

Mr. Prnxgtey. Yes sir. 

Mr. Harpy. And you are not aware of Snare-Merritt’s rejection of 
Globe? 

Mr. Pinxuey. They did not. What they meant was to recommend 
rejection. 

Mr. Harpy. All right, Mr. Chairman. 

Mr. Brooks. The analysis of the first invitation shows that La 
Canera was low bidder for the workmen’s compensation on the basis of 
a fixed premium. Is that correct ? 

Mr. Pinxtey. I have not reviewed that sir for a long time. I can’t 


« y- 

Mr. Brooxs. Let me show this to you and maybe it will refresh 
your memory, sir. 

Mr. Pinxtey. Thank you. 

Mr. Brooks. I believe that is a copy, Colonel, of the first analysis. 

Mr. Prinxzey. That is right, sir, but it did not meet the specifica- 
tion of the invitation for the reimbursement based on the use of our 
hospital facilities. I believe this was a bid but it was not a bid under 
the actual invitation or the invitation that was intended, sir. 

Mr. Brooks. In the Snare-Merritt analysis of the second invitation 
to bid, it stated on page 1 that La Canera declined to bid because it 
could not meet the conditions of the invitation. 

La Canera said this in a letter 2 weeks before the invitations were 
sent out to the insurance companies: 

Can you explain the date of this letter and also the condition which 
it oa not meet ? 

Mr. Pinxiey. What was that date again ? 

Mr. Brooks. It is reflected in the letter that Snare-Merritt made in 
its second analysis, the analysis of the second bid, and it says—I 
will read it straight from this document so there will be no question 
in your mind: 

La Canera declined to bid stating that the conditions imposed by the invi- 
tation prevented it from so doing. 

It is interesting to note that this letter is dated December 30, 1954, approxi- 

mately 2 weeks before the invitation to bid was sent to the insurance com- 
panies. 
This analysis was signed by Mr. Cremer giving you a report on why 
the original low bidder declined to bid and pointing out this interest- 
ing coincidence that they could not meet the invitation 2 weeks before 
it came out. 

How would they know 2 weeks before the invitation came out that 
they could not meet the requirements ? 

Mr. Pinger. I do not know. I can’t answer that. 

Mr. Harpy. Prior to that there was the question raised by Mr. 
Cremer. He was wondering how they knew too. 


74804—56——26 
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Mr. Brooks. Who worked up those specifications for the second in- 
vitation to bid ¢ 

Mr. Prnxtey. National Lead Co. I believe. I believe we did make a 
few editorial changes, but we did not change the general substance of 
it. 

Mr. Brooks. You did not change the general substance in any way? 

Mr. Pinxtey. That is right, except to emphasize the requirement 
that they bid to the Snare-Merritt Co. for the reimbursement for hos- 
pital facilities instead of bidding to the doctor 

Mr. Brooks. Now, Mr. Pinkley, with El Globo and La Canera 
eliminated by conditions in this second invitation to bid, that left the 
two high bidders in the first invitation to bid to compete with La Ali- 
anza in the second invitation to bid, is that not correct, sir? 

Mr. Pinu ey. I believe there were more people invited. There were 
five bids received, I know that. 

Mr. Harpy. That was initially, that was in the first go-round? 

Mr. Pinxuey. No, in the second. 

Mr. Brooks. We were talking about those left in the first bidding 
that would be eligible to come back and make a second offering. You 
would expect them to make a second offer, having surveyed the problem. 

Mr. Pinker. Well, they were all invited to come ade sir. 

Mr. Brooks. Would you read the original question, Mr. Reporter? 

(Record read.) 

Mr. Pinxtey. I still do not get it, sir. I’m sorry. 

Mr. Brooks. We will draw it out again. You had five people bid ? 

Mr. Prnxtey. Right. 

Mr. Brooxs. You eliminated La Canera because they did not meet 
some specifications ? 

Mr. Peniiey. They eliminated themselves, sir. 

Mr. Brooxs. You eliminated El Globo? 

Mr. Pinxtey. No, we did not eliminate them. They were tie bidder 
and in the award we selected the other tie bidder. 

Mr. Brooxs. That was due to the fact that they had English rein- 
surers is that it? 

Mr. Prnxtey. They bid on the second bid through Globe Indemnity 
of New York which is also very big and substantial and I inquired from 
our insurance people that it was completely an American corporation. 

Mr. Brooxs. Owned by the British? 

Mr. Pinger. I do not know who owns the controlling stock. I know 
it is an American corporation. Their staff is American people. 

Mr. Brooxs. Now if La Canera was out and as we have discussed 
El Globo is presumed to be out, that would leave La Alianza and then 
the other 2 bidders, is that right, out of the original 5? Two from five 
is three. Of the three, one of them is La Alianza? 

Mr. Prnxtey. On that premise, yes. 

Mr. Harpy. What other premise is the proper premise? 

Mr. Prnxuey. Sir? 

Mr. Harpy. What other premise would be a pope remise ? 

Mr. Prnxtey. The proper premise in my mind is that El Globo did 
bid. Their bid was given consideration. 

Mr. Harpy. Then your contention would be that there should be 4 
in the picture instead of 3? 
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Mr. Prnxtey. La Canera could have come back and bid, sir. We did 
not preclude La Canera from bidding. 

Mr. Harpy. According to this memorandum, La Canera had stated 
that they were eliminated because of conditions in the invitation 2 
weeks before the invitations were issued. 

Mr. Pinxiey. Because I assume—now the only thing I can assume 
is that they normally reinsure through a French company. Now 
whether they could have reinsured through an American company, 
that would be the only condition I could conceive of that they thought 
eliminated them. 

Mr. Harpy. Did they bid the first time around ? 

Mr. Pinxiey. Yes; but they bid on a retrospective rating plan on 
which we would have to gamble on what the premium would be. 

Mr. Harpy. Did they propose reinsurance through a French com- 
pany initially ? 

Mr. Prnxey. I would have to go through that analysis. 

Mr. Harpy. The only reason Peas that is because you assume that 
is the reason you felt they could not bid the second time. 

Mr. Pinxtey. La Canera is a Cuban company and I believe they 
have bid before on some of the Nickel Processing insurance. 

Mr Harpy. I donot know why they weren’t qualified to bid. 

Mr. Prnxtey. I do not, either now, sir. 

Mr. Harpy. If the bid invitation was drawn in such a way that 
they could not qualify and it was 2 weeks before the bid invitation 
was put out it would certainly indicate that something was leaking, 
to say the least. 

Mr. Brooxs. Colonel, on November 16 you sent a memorandum to 
the Administrator from yourself as Chairman of the Nickel Graphite 
Committee pointing out while you were at lunch you looked over the 
compensation and liability insurance proposals. National Lead 
assured you that no contract had been awarded. Everybody has been 
instructed that they are not going to make any commitments of any 
kind pending approval by the Government. You point out that you 
find no reference to any National Insurance Co. in the bids. Now, 
you might take a look at these memos and the second page attached 
is a list of the companies who bid and who their reinsurers were. 
How did you happen to send those memos to Mr. Mansure? 

Mr. Prnxuey. Mr. Mansure had called me. This is on the oper- 
ating insurance, sir, by the way, not the expansion. Mr. Mansure 
had called me and had asked me—no, I beg your pardon, this is the 
expansion insurance, the subject of this. He asked me anyway whether 
we had obtained the necessary coverages and this was the memo- 
randum that I gave him. He asked me also whether some company 
called National Insurance Co. or some such name, he said he had had 
an inquiry from someone about the bidding from someone in con- 
nection with a National Insurance Co. These are the bids. It was very 
quick. They had come in that morning. I had given them just about 
an hour, going down and I had not been able to go over all of them. 
It is a very thick pad of documents. 

Mr. Brooxs. Thank you. Now, Colonel Pinkley, would you please 
read into evidence this memo addressed to J. P. Pinkley, Chairman 
of the Nickel Graphite Committee from Mr. Sol Elson, your chief 
legal adviser of the Nickel Graphite Committee, which I think will 





396 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


show the committee that we are pretty interested in insurance down 
there. You did not write this letter. It was addressed to you. 
Mr. PinK.ey (reading) : 


As a result of the authorities we cited in our foregoing brief, it is our opinion 
that Cuban Nickel Co. may equally insure any and all of its property, including 
bolts, automotive and railroad equipment, building, and so forth, or it may require 
concessionaires, for instance, to insure stores, buildings, and fixtures. The mer- 
chandise in the commissary may be insured with the concessionaire named as 
the insured. Premiums should be paid from the commissary receipts. 

Responsibility for merchandise coextensive with insurance coverage should be 
transferred to concessionaire. Maritime risks may be insured without question 
when title has already passed from vendor to the Cuban Nickel Co. or GSA or 
contractor, terms of sale—free on board or free alongside ship, New York, at any 
other times when good business practices require it or it is an integral part of 
the affreightment contract. Shipment of money by land, air, or water should not 
be insured unless part of an overall protection of transportation contract, either 
by Nickel Processing or Cuban Nickel. We could, of course, request exception 
to the Government Losses in Shipment Act on a statutory ground that the dam- 
ages in such shipments cannot be adequately guarded against by facilities of the 
United States. Rented equipment may be insured against loss or damage, but 
only where rental agreements put responsibility on lessee or the Government or 
the Cuban Nickel Co. Workmen’s compensation and any other insurance required 
by local law is permissible. Liability insurance to protect the contractor and 
the Government are permissible on CPFF contracts. In CPFF contracts when 
the contract has a responsibility for loss or damage to materials, property, equip- 
ment or tort claims, insurance for his protection and incidentally for the con- 
venience of the Government generally has been approved. 

This memorandum is intended as a guide to specific questions on the legality 
of certain types of insurance which are presently being considered by the com- 
mittee. 

Answers to insurance problems arising in the future should not be sought from 
the language employed herein but must be considered from a legal standpoint 
individually as they arise. 


Mr. Brooks. Thank you very much. Did you think of anything 
else we could insure down there, Colonel ? 

Mr. Prnkiey. We are carrying largely insurance that is required by 
Cuban Jaw, Mr. Chairman. 

Mr. Brooxs. Did you carry all of that? 

Mr. Pinker. No, sir. 

Mr. Brooxs. Was that a consideration of what was required by the 
Cuban law or a consideration of what could be sold under the United 
States laws # 

Mr. Pinker. Many of those coverages are not being carried and 
we have no intention of carrying them. 

Mr. Brooks. Was that study made by your counsel a study of the 
coverage required by Cuban law? 

Mr. Prngtey. No, sir. 

Mr. Brooks. Was it a study of the type of insurance that can be 
sold in the United States? 

Mr. Pinky. No, sir; it was the result of a question as to what the 
requirements were or what types of insurance were permissible. The 
question of permissibility was merely one because there are some types 
of insurance that definitely are not permissible. We are not permitted 
to carry fire and extended coverage insurance. We are self-insurers. 
We have a sinking fund which we have set up and we charge the 
operations with $6,000 a month which is approximately equal to the 
premium. Those funds are utilized in maintenance or restoration of 
fire losses. 
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Mr. Brooks. Thank you, Colonel. Now, on February 10, Mr. Shafer 
wrote Fee: a letter which we already have in the record and I just 
wanted to ask you that in the fourth paragraph of that letter, who 
does the “we” refer to ? 

I will read this paragraph. It says: 

We note that the proposal provides no coverage for the comprehensive publie 
liability, automobile liability, or other supplemental coverage as requested by 
the invitation to bid. It is assumed these coverages were included in the sub- 
mittal to Snare-Merritt. 

This is a letter to Shafer sending him back that document he lost. 

Mr. Prnkiey. Yes; apparently my perusal was shorter than it 
should have been or maybe I shouldn’t have studied it at all. 

Mr. Brooks. You did not study it long enough. 

Mr. Pinxtey. I did not know those coverages were in there. Ap- 
parently they were. I merely stated that the invitation to bid did 
require comprehensive general liability which is the one which costs 
5 mills per $100 of payroll and which is a protection—— 

Mr. Brooxs. Your statement was, we note, that the proposal pro- 
vides no coverage for the comprehensive public liability. 

Mr. Prnxtey. That is right. 

Mr. Brooxs. You think you might have overlooked it and it might 
have been in there all of the time. 

Mr. Pinxtey. I may have overlooked it in this particular docu- 
ment. I had no particular interest in this particular document. I 
had no particular interest in this document inasmuch as I under- 
stood that they were bidding directly through Snare-Merritt in Cuba. 

Mr. Brooxs. Now who is the “we” you are talking about when you 
say “We note”? Did you examine that yourself? 

Mr. Pin«k.ey. I believe that Mr. Harrison whom I identified as a 
man who handles insurance in my shop had given me a note on it, 
merely that the coverage was not shown here and I do not recall, sir, 
that that communication—that there was anything except a quotation 
or an indication that their bid on workmen’s compensation was 45 
percent, 

Mr. Brooks. Is Mr. Harrison here by any chance? 

Mr. Pinker. No, sir. 

Mr. Brooks. Mr. Hardy inquired. 

Mr. Harpy. Mr. Chairman, I think we are going to need to ask him 
some questions, probably not today. 

Mr. Exuiorr. We can have him down here this afternoon. 

Mr. Brooks. He can be down this afternoon ? 

Mr. Exniorr. He can be down here in 20 minutes. 

Mr. Brooxs. Thank you, Colonel. 

Mr. Pryxtey. If that coverage was in, I missed it. 

Mr. Harpy. Mr. Chairman, while you are getting something else, 
might I ask the colonel a question or two about the same matter we 
have been discussing ? he 

Do I understand that in the final bidding on this insurance, La 
Canera did not bid? - ‘a 

Mr. Prnxtey. I do not recall seeing a bid from them, sir. No, sir; 
they were not in there. 

Mr. Harpy. They did bid in the first group ? 

Mr. Pinktey. I believe so. es poe 

Mr. Harpy. In view of the fact that competition was so limited, 
does it seem that the failure of one of the bidders who has been—— 
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Mr. Pryxury. They bid on a different type of insurance entirely. 

Mr. Harpy. That was the first bid. 

Mr. Prngtey. Yes, sir. 

Mr. Harpy. Now did it seem unusual that the low bidder in the 
first submission failed to bid in the second ? 

Mr. Prinxxey. I cannot tell you as to that, sir, but I would not con- 
sider them personally the low bidder because they bid on a type of 
insurance on which there is no way of telling what the premium will 
be. It depends entirely on what the accident rate is. It is in propor- 
tion to the accident rate of the contractor. 

Mr.-Harpy. Well, I presume, Colonel, that that was taken care of 
in the second invitation. 

Mr. PrnxEy. Yes, sir. 

Mr. Harpy. You mentioned a moment ago a supposition that the 
reason they did not bid in response to the second invitation. 

Mr. Pinxtey. Yes. 

Mr. Harpy. You mentioned a moment ago a supposition that the 
reason they did not bid in response to the second invitation was because 
they reinsured with a French company. 

Mr. Prnxtry. That is the only thing I would know. 

Mr. Harpy. I know from your memorandum that when they bid 
the first time your memorandum carries this statement: La Canera 
normally reinsures through Lloyds of London, but will reinsure 
through any North American company named. 

Mr. Pinxtey. Is that my memorandum, sir ? 

Mr. Harpy. It is a memorandum you sent Mr. Mansure. At least 
that is what I understood it to be. 

Mr. Prnxiey. La Canera. 

Mr. Harpy. That is the way I read it. 

Mr. Pinktey. No, sir; I would not say that, sir. 

Mr. Harpy. This is a copy of a memorandum that was shown to you 
a few moments ago that you looked at dated November 16, 1954, from 
the chairman of the Nickel Graphite Committee to the Administrator. 

Mr. Pingtey. Right. 

Mr. Harpy. And you identified this as being a memorandum which 
you submitted in response to a telephone request from Mr. Mansure. 

Mr. Pinktey. Right; I didn’t read that last list, sir. I should have 
done, sir. 

Mr. Harpy. According to the way I read the memorandum, it lists 
a—suppose you read it into the record and see if I am misreading what 
you are putting down. 

Mr. Pinxiey. It says— 

La Canera Compania de Seguros 8. A., Habana, Cuba, normally reinsures through 
Lloyds of London, but will reinsure through any North American company. 

I was wrong on the French company. I was thinking of another com- 
pany. There was one bidder that I remember some time ago refused 
to bid because they had to reinsure through some unknown French 
company. 

Mr. Harpy. And you do not think that it would normally have im- 
pressed you as being peculiar that a company that was generally con- 
sidered to be the low bidder in the first series of bids failed to submit 
a bid this second time? The reason that I am pressing this, Colonel, 
is that I think your response to this memorandum of analysis by 
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Mr. Cremer is a little bit unusual. This is an analysis made of all of 
these insurance contracts. In the first place, you were not familiar 
with the fact that he had said that Globe was thrown out because of not 
meeting your requirements with respect to policy holders’ surplus and 
yo that they did meet your requirements with regard 
to that. 

Mr. Pinky. Yes. 

Mr. Harpy. And with the further observation that he made with 
respect to the reason that La Canera did not bid, on the second set of 
invitations. 

Mr. Pinger. Did he give a reason why La Canera did not bid ? 

Mr. Harpy. Mr. Brooks read this a while ago. I am not familiar 
with this stuff. It is awfully hard for me to understand. It is stated 
in this analysis prepared by Mr. Cremer that La Canera declined to 
bid stating that the conditions imposed by the invitation prevented 
it from doing so. It is interesting to note that its letter of declination 
is dated December 30, 1954, approximately 2 weeks before the invita- 
tion to bid was sent to the companies. Now, in the first instance, in 
the first submission, here is the bidder regarded by some as the low 
bidder. Two weeks before the invitation to bid was sent out, it sends 
in a letter declining to bid on the basis that the conditions imposed 
in the invitation prevent it from bidding. I was just wondering 
whether at that stage of the game, since they sent in a letter presumably 
to Snare-Merritt, they already were aware of what the conditions were ? 

Was there any effort made to see if a reasonable adjustment could 
be made or was that all fixed? The thing that bothers me is you did 
not know anything about it. 

Mr. Pinxiry. La Canera’s first bid, while they may have said it was 
the low bid, it would be like buying a Ford as against a Cadillac. 

Mr. Harpy. That is over the dam. We have thrown that out. We 
are now talking about the second bid. 

Mr. Prnxtey. It is not water over the dam. They are not the low 
bidder if they are not bidding according to the invitation. They were 
bidding on a retrospective rating plan under which no one in the 
world 

Mr. Harpy. Oh, I can understand if it wasn’t in accordance with 
the invitation, that would be a proper basis to throw them out. But 
the point is there was a limited area of competition to start with. 

Mr. Prnkuey. We had six bidders to start with. 

Mr. Harpy. You didn’t have that many on the second go-round. 

Mr. Prnxxiey. We had five on the second go-round. 

As a matter of fact, the invitation went to seven. I do not know 
who the seventh one was. 

Mr. Harpy. All right, I won’t pursue that further if you have no 
explanation of the manner in which they discovered they did not com- 
ply with the conditions imposed in the invitation, 2 weeks before the 
Invitation was submitted. You asked to review those invitations, 
didn’t you ? ' 

Mr. Prnxzey. I did review them, my office did; yes. I reviewed 
them personally to a degree to satisfy myself who the low bidders were 
and that they were companies of responsibility. } 

Mr. Harpy. But in your letter in December, December 15, I believe 
it was, you specifically stated you wanted to review the previous inv1- 
tations to bid and the new invitations to bid; isn’t that right? 
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Mr. Prnxtey. That is right. 

Mr. Harpy. So you did review the new ones before they were sent 
out ? 

Mr. Pinxtey. The invitations. 

Mr. Harpy. That is what I am talking about. 

Mr. Pinxey. Yes. 

Mr. Harpy. You reviewed those before they were sent out and you 
satisfied yourself as to the propriety of the provisions they contained. 

Mr, Pinxuey. That is right. 

Mr. Harpy. Now the only thing I am trying to find out here is how 
in the world one insurance company knew that it could not meet the 
conditions imposed by the invitation 2 weeks before the invitations 
were released. 

Mr. Prnxtey. That I cannot tell you. 

Mr. Hotrzman. Mr. Chairman. 

Mr. Brooks. Mr. Holtzman. 

Mr. Hotrzman. Did anybody to your knowledge try to find out 
why low bidder No. 1 refused to bid the second time ? 

Mr. Prinxtey. I still say, Congressman Holtzman, that they were 
not the low bidder. 

Mr. Hourzman. You made no effort to find out. 

Mr. Prnxey. I did not personally; no, sir. 

Mr. Horrzman. And no one to your knowledge made such an effort ? 

Mr. Prnxtey. No, sir. 

Mr. Moss. I have just 1 or 2 questions, Mr. Chairman. 

Mr. Brooks. I wanted to ask Colonel Pinkley here—you say they 
were not the low bidder. 

Mr. Prnxtey. No, sir. 

Mr. Brooks. It apparently is not a wild supposition, Colonel, be- 
cause I know in the original summary that you have told us several 
times you personally went over it and you understood it. 

Mr. Prnxtey. Yes, sir. 

Mr. Brooks. I do not know how long you kept the analysis but it 
points out in the La Fianzas bid—that they had a bid of $333,600; La 
Canara, fixed premium $231,000; El Globo bid, $259,740; on a fixed 
premium and AIU first alternate bid of $300,600; so, 4 of the first 5 
bidders used the same system, so vour representation that this is a wild 
scheme of trading Fords for Cadillacs I don’t think is justified and 
I want the committee to understand that 4 of the people bid on this 
same basis. It is not just an idea out of the air. It must be a reason- 
able method of bidding on insurance or all four would not have done it. 

Mr. Pinxtey. It is a reasonable method of bidding insurance on 
long-term contracts. 

Mr. Brooxs. We have been down there a long time. We are not 
planning to sell this hundred million dollar plant; are we? 

Mr. Pinxtry. This is a 2-year contract. 

Mr. Houtrzman. Mr. Chairman. 

Mr. Brooxs. Mr. Holtzman. 

Mr. Horrzman. Each of these bids read off by the chairman was 
offered on the identical basis; isn’t that so? 

Mr. Pinkiey. Yes; but they are a basic bid subject to changes in 
experience, gambling on the number of accidents and the severity of 
accidents and the incidence rate of the accident experience. 
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Mr. Hoirzman. But, sir, that possibility would exist in the same 
fashion for each of these bidders; would it not? 

Mr. PinkKtEy. Yes, sir. 

Mr. Hourzman. So at the point you receive these bids without any 
anticipatory knowledge of what is going to happen, wouldn’t it be 
reasonable to assume that the low bidder was in fact the low bidder; 
do you follow the question ? 

Mr. Pinxtey. I follow the question, sir. 

Mr. Hotrzman. Isn’t that correct, sir? 

Mr. Prvxuey. If we had asked for that type of bidding, I think 
he would have been the low bidder; yes. 

Mr. Hourzman. Apparently, you did ask for that type of bidding, 
because nobody submitted a bid on any other basis; isn’t that true? 

Mr. Prnxtey. I cannot say that offhand, sir. 

Mr. Horrzman. You do not recall that, you do not remember that? 

Mr. Prnxtey. I do not recall the general provisions. 

Mr. Harpy. If the gentleman will yield. 

Mr. Hotrzman. There is one other factor that I think is worthy 
of note. This was a fixed premium bid which La Canera submitted. 
With respect to the other type of bid, I believe that El Globo was low- 
est ; isn’t that correct, in the first set of invitations? I believe that has 
already been testified. 

Mr. Prnxuey. No, sir; they were a tie bidder on the second go- 
round, 

Mr. Harpy. Well, I do not attempt to analyze this thing but El 
Globo has the lowest figure here anyway. Apparently it was the al- 
ternative basis. El Globo also had a fixed premium basis which was 
higher than La Canera’s fixed premium basis. 

Mr. Pinktey. Yes, sir. 

Mr. Harpy. So if it is assumed that El Globo’s sliding scale, or 
whatever you want to call it, had any relationship to its fixed premium 
then a computation of La Canera to be on a comparable basis would 
have put it still lower, but you did not consider that there was any 
point in trying to find out why La Canera did not bid. 

Mr. Pinxtey. No, sir; I did not. 

Mr. Brooks. Have you completed your question ? 

Mr. Harpy. Yes. 

Mr. Brooks. Mr. Holtzman. 

Hardy, Houtzman. I think this was brought out very well by Mr. 
ar 

Mr. ’ Mees. Colonel, who prepared the first invitation to bid ? 

Mr. Prnxxey. I believe the Snare-Merritt office in Habana did. 

ee aiobe. Who has the responsibility for preparing the invitation 
to bi 

Mr. Pinxtey. The contractor. 

Mr. Moss. Who has the responsibility for approving the invita- 
tion to bid as being adequate in all respects ? 

Mr. Prnxiey. Mr. Moss, we prepared the requirements for in- 
surance. 

Mr. Moss. Then do you review the invitations to bid to make cer- 
tain they meet the requirements ? 

Mr. Prnxtey. I did in this particular case, after the fact—no, I 
did not on the first go-round. 
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Mr. Moss. Do you have the responsibility of doing that, however’ 

Mr. Prnxtey. No, sir. 

Mr. Moss. You have no responsibility-——— 

Mr. Prnxutey. Well, I would say that normally; no. We tell them 
the insurance required and the contractor has supposedly sufficient 
ee to set up a good invitation to bid based on that. 

Mr. Moss. Who made the determination then to throw out the bids 
received under the first invitation ? 

Mr. Pinker. The recommendation came to us from National Lead 
and I concurred in it. 

Mr. Moss. Well, where does Snare-Merritt enter the picture ? 

Mr. Prnxtey. I believe Snare-Merritt recommended that to Na- 
tional Lead Co., sir. 

Mr. Moss. Snare-Merritt made an analysis, Mr. Cremer of Snare- 
Merritt made an analysis of the first bids and forwarded that to you. 

Mr. Pinker. He forwarded it to National Lead and it probably 
came to us through National Lead. 

Mr. Moss. You do not recall whether you ever reviewed it ? 

Mr. Pinxtey. I don’t recall it. It would just be the normal proce- 
dure and I would assume that it did. 

Mr. Moss. The March 16 letter or analysis by Mr. Cremer. 

Mr. Prnxtey. No, the March 16 analysis and letter 

Mr. Moss. Did you ever read this March 16 analysis? 

Mr. Pinxtey. I probably did, sir. I do not recall certain portions 
of it, but I probably read it; yes. 

Mr. Moss. Did it ever raise in your mind any question as to why 
one of the original bidders, in this controversy as to whether he was 
low bidder, stated that he could not resubmit a bid because of the 
changed conditions, some 2 weeks in advance of the second invitation ’ 

Mr. Prnxtey. No, sir, I do not believe I did. 

Mr. Moss. In reading it, ordinarily wouldn’t there be some ques- 
tion in your mind as to how they determined 2 weeks in advance of 
the issuance of an invitation to bid the conditions of that invitation? 

Mr. Prnxtey. It may have. 

Mr. Moss. Wouldn’t it disturb you somewhat to find that that had 
——— 

Mr. Prnxtey. Not particularly. 

Mr. Moss. Shouldn’t it, perhaps? 

Mr. Prnxtery. Perhaps so. 

Mr. Moss. Would it be a proper procedure for firms to have ad- 
vance knowledge of an invitation to bid before anyone else had ? 

Mr. Prnxtry. I do not believe they had advance knowledge. 

Mr. Moss. They must have had. 

Mr. Prnxtey. They had knowledge before the new invitations went 
out. I do not know whether they had advance knowledge before the 
bids were actually rejected. 

Mr. Moss. You do not feel that should in the least be disturbing to 
you or raise any question in your mind? 

Mr. Prnxtey. It probably should, yes. 

Mr. Moss. Would it raise enough of a question to cause you to make 
any inquiry as to the propriety of such a disclosure of information or 
at least an inquiry to determine if the date of the letter was correct! 

Mr. Prnxtey. It did not so impress me at the time, no, sir. 
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Cuban bidders will bid one time and the next time they do not. If 
they said they were excluded because of the terms and conditions of 
the requirements, if they couldn’t meet the requirements I would say 
that then that would be a normal reaction from them to decline. 

Mr. Moss. Apparently it impressed Mr. Cremer as being somewhat 
unusual because he states in the memorandum or analysis that it is 
interesting to note that the letter was dated 2 weeks in advance of the 
issuance of the invitation to bid. I am rather surprised that it did 
not soimpress you. That isall, Mr. Chairman. 

Mr. Brooxs. Thank you. Mr. Pinkle , 1 have one further question 
about this inter esting letter of yours to fr. Shafer. In the last para- 
graph you say, “you will be informed of the results of the biddin 
As soon as the analysis is completed I shall inform you pieeenalty 
about it.” 

Mr. Prnxiey. Right. 

Mr. Brooks. Did you inform him personally about it ? 

Mr. Prnkxtey. No, sir, I did not. 

Mr. Brooxs. Did you intend to when you signed this letter ? 

Mr. Prnxtey. Mr. Shafer had 

Mr. Brooks. Pardon me, Colonel, the question was, “Did you inform 
him personally?” I thought your answer was “No, sir, I did not.” 

Mr. Prnxiey. That is correct. 

Mr. Brooks. The next question was, “Did you intend to inform him 
personally when you signed this letter saying you were going to?” 

Mr. Prnxey. If he were a bidder, but he was not a bidder. 

Mr. Brooxs. All right, did you discuss the bids personally with Mr. 
Mansure before the award was made? 

Mr. Prnxtey. Yes. 

Mr. Brooxs. What was the gist of that conversation ? 

Mr. Prnxtey. I merely had a little chart on which I had the names 
of the various bidders, the amount that they had offered for reim- 
bursement for hospital expenses. The two low bidders indicated, and 
I recommended to Mr. Mansure that we award the insurance to La 
Alianza in order to spread our business and preclude putting all our 
egas in one basket. 

Mr. Brooxs. Colonel, would you read this one letter and then I 
thought at the end of this particular question we might take a 5- 
minute recess since Mr. Moss reminded me that you did not feel too 
well when you last testified and we on this subcommittee would not 
like to unduly jeopardize your health, sir. 

(Discussion off the record. ) 

Mr. Brooks. This letter is dated March 1, 1955, to Mr. Shafer from 
yourself, Colonel Pinkley. Would you read it? 

Mr. Pryxtey (reading) : 

Mr. E. M. SHAFER, 


Suite 1605, 77 West Washington Street, 
Chicago 2, Til. 


DeaR Mr. SHAFER: Following our various conversations, I believe that you may 
want to bid on the bond coverage referred to in the attached letter. Please contact 
Nickel Processing Corp. at 111 Broadway and request an opportunity to bid. I 
suggest you talk to Mr. Joseph Bonner, assistant to the president of that corpora- 
tion. I have not as yet received the bid analysis covering the Snare-Merritt 
coverages. As soon as these are available you will be informed by Share-Merritt 
of the results. 
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Mr. Brooks. What bond coverage were you referring to? 

Mr. Pinxxey. That was a commercial blanket bond. 

Mr. Brooks. Let me rephrase the question. What bond coverage 
were you referring to in this letter, sir? 

Mr. Pinxuiry. This was the Nickel Processing Corp. commercial 
blanket bond which we normally have for people who handle Govern- 
ment funds or GSA funds. 

Mr. Brooxs. Had Mr. Mansure requested information at any time 
about this bond coverage ? 

Mr. Pinker. Not this particular bond coverage. I believe the bond 
coverage Mr. Mansure inquired about was on the performance bond. 
He merely said that this American Security or American Surety Co. 
had called him and he gave me the name of a Mr. Frantz, the president, 
and a Mr. Hunt, the vice president, who had inquired about bonding. 
That is the time I checked to see whether they were on the bond list. 

Mr. Brooks. Do you have any knowledge that would lead you to 
believe that Balmer & Moore has or will receive any time in the future 
a fee in connection with this particular bond coverage ? 

Mr. Pinxtey. No, sir. 

Mr. Brooxs. He apparently did not follow up on your suggestion 
as to how he might get this additional bond business. 

Mr. Prnxey. I do not know, sir. 

Mr. Harpy. Mr. Chairman, could I ask a question about this letter! 

Mr. Brooxs. Yes, Mr. Hardy. 

Mr. Harpy. Colonel, that letter was dated March 1, and it starts 
off with “Following our various conversations.” Can you tell the 
committee how many conversations there were and when they took 

lace? 
’ Mr. Prnxtey. The first conversation as I recall it was around the 
24th of January. That was—I believe twice I saw Mr. Shafer per- 
sonally to converse with him. A couple of times I had somebody with 
me and he stuck his head through the door and said he was just passing 
through and wanted to say hello. He did call me on the phone approxi- 
mately a half dozen times to see if there was any business he could 
bid on. 

Mr. Harpy. That is the thing I wanted to find out. I believe then 
that you only had two personal conversations with him. 

Mr. Pinxuey. That is the best of my recollection. 

Mr. Harpy. And you had a number of telephone conversations. 

Mr. Pinxtey. He called me sometimes once or twice a week. 

Mr. Harpy. I wonder if you have any record of those telephone 
conversations ¢ 

Mr. Prnxtry. No, sir. 

Mr. Harpy. There is no record of them at all? 

Mr. Pinxtey. The girl gives me a little slip that he called. Some- 
times I was able to answer the call. Sometimes I was out at a meet- 


ing. 

Mr, Harpy. Does your office keep any record of incoming calls, who 
they are and what they called about ? 

Mr. Prnxiey. We do, yes, but as to whether they are retained 
from one year to the next, I cannot tell you, sir, right at this moment. 

Mr. Harpy. Who would know? 

Mr. Pinxtey. Mrs. Neely would know. 

Mr. Harpy. Mrs. Neely ? 
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Mr. Prnxuey. Yes. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Brooks. At this point we will take a 5-minute recess. 

(Short recess taken.) 

Mr. Brooxs. Gentlemen, do I understand that Mr. Harrison, your 
associate, is now present ? 

Mr. Pinger. Yes, sir. 

Mr. Brooks. If he could come forward we could get his questions 
over and go back to work. 

Would you raise your right hand and be sworn ? 

Do you swear the testimony you are about to give before this sub- 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Harrison. I do. 

Mr. Brooks. Won’t you please be seated, sir ? 

Mr. Hardy has some questions. 

Mr. Harpy. I would like to show him this letter. 

Mr. Hottzman. Can we have him identified first, Mr. Chairman? 

Mr. Brooxs. Would you identify yourself? 


TESTIMONY OF D. H. HARRISON, NATIONAL INDUSTRIAL 
RESERVE DIVISION 


Mr. Harrison. D. H. Harrison; I am employed in the National In- 
dustrial Reserve Division under Mr. Pinkley. 

Mr. Harpy. Mr. Harrison, you have a responsibility in connection 
with certain insurance matters under Colonel Pinkley? 

Mr. Harrison. Yes, sir. 

Mr. Harpy. Are there others on the staff in the office that also have 
a responsibility with respect to insurance matters ? 

Mr. Harrison. Yes. 

Mr. Harpy. Will you tell us who they are? 

Mr. Harrison. Mr. Ralph Hallett. 

Mr. Harpy. All right, sir. 

Mr. Harrison. That is all. 

Mr. Harpy. He isthe only other? 

Mr. Harrison. Well, the Comptroller’s Office does have a certain 
responsibility. 

Mr. Harpy. I am thinking in Colonel Pinkley’s office now. 

Mr. Harrison. Well, that is all. 

Mr. Hallet works under me. 

Mr. Harpy. Mr. Hallet works under you? 

Mr. Harrison. That is right. 

Mr. Harpy. I take it that you have some familiarity with the in- 
surance with respect to the Nicaro operation ? 

Mr. Harrison. Yes. 

Mr. Harpy. Did you work on some of the analyses of the bids? 

Mr. Harrison. Yes, sir. 

Mr. Harpy. Did you review the invitations ? 

Mr. Harrison. Yes, sir. 

Mr. Harpy. Did Mr. Hallett participate in those reviews and analy- 
ses? Mr. Harrison, I show you a letter over the signature of Colonel 
Pinkley. Have you ever seen that letter before? 

Mr. ison. I do not know that I have, sir. 
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Mr. Harpy. You did not participate in the drafting of that letter 

Mr. Harrison. No, sir, I do not recall that I did. 

Mr. Harpy. Would you pass the letter back to me, please? The 
letter refers to certain papers. This letter refers to certain papers 
that were sent back to Mr. Shafer. Are you familiar with those 
papers ? 

Mr. Harrison. Only through hearsay, sir. I understood that some 
papers were sent in. 

Mr. Harpy. Do I understand that you did not see those papers? 

Mr. Harrison. I do not recall that I did. Since our contractor was 
taking the bids and the contractor would analyze those bids and make 
his recommendations to us, there was no reason to review a bid that 
came to us through other sources. 

Mr. Harpy. Were you aware of the fact that a bid did come to you 
through other sources? 

Mr. Harrison. Not specifically aware, just through hearsay. 

Mr. Harpy. Now just a minute, let’s see if we can understand this. 
Your shop had responsibility for reviewing these things, did it not! 

Mr. Harrison. Yes. 

Mr. Harpy. Do you want the committee to understand, then, that 
you had no discussions with Mr. Hallett about documents that were 
left in the General Services office by a Mr. Shafer ? 

Mr. Harrison. That is as I recall it. 

Mr. Harpy. You had no discussion with Colonel Pinkley about it ? 

Rome Harrison. I don’t recall having a discussion with Mr. Pinkley 
about it. 

Mr. Harpy. Do you ever prepare communications for Colonel Pink- 
ley’s signature ¢ 

Mr. Harrison. Yes. 

Mr. Harpy. Is it your testimony that you did not prepare this one? 

Mr. Harrison. To the best of my knowledge, I did not prepare this 


one. 

Mr. Harpy. Colonel Pinkley, I ask you, did you prepare this com- 
munication yourself ? 

Mr. Prnxtey. Yes, sir. 

Mr. Harpy. You dictated it? 

Colonel Prnxtey. I believe so, yes, sir. 

Mr. Harpy. This letter makes specific reference—— 

Colonel Pinkley, I think I better address this to you. This letter 
makes specific reference to the enclosures which were sent back to Mr. 
Shafer. It makes a reference which indicates that there was a study 
of these papers made in your office. In your testimony earlier, as my 
memory serves me, you testified that the pronoun “we” in this letter 
refers to you and Mr. Harrison. 

Is that still your testimony ? 

Mr. Pin«tey. I don’t believe that I testified that the word “we” re- 
ferred to—I believe I testified that, as I recall it, I had called Mr. 
Harrison in and asked him if this meant anything to him, and he 
said “No.” 

Mr. Harpy. What do you mean by “this”? 

Mr. Pinger. I had merely shown him these papers and he said 
that they didn’t mean anything to him. I wasn’t making any specific 
reference, and that is how I recall what actually happened, sir. 
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Mr. Harpy. Mr. Harrison, did you have any conversations with Mr. 
Mike Shafer ? 

Mr. Harrison. Not directly. I was introduced to Mr. Shafer. Mr. 
Pinkley called me up to his office. Mr. Shafer was in there on, I be- 
lieve, one or two occasions, and I met Mr. Shafer, and that was about 
all there was to it. 

Mr. Harpy. Did you ever have any telephone conversations—— 

Mr. Harrison. Not that I recall. 

Mr. Harpy. With Mr. Shafer ? 

Mr. Harrison. Not that I recall offhand. 

Mr. Harpy. Did you ever have any conversations with anyone rep- 
resenting or connected with directly or indirectly Balmer & Moore 
concerning insurance for the Nicaro plant ? 

Mr. Harrtson. I believe that Mr. Shafer called at one time to find 
out if we had received the recommendations from the contractor. 

Now, that is a very slight recollection. That was after the bids were 
taken. 

Mr. Harpy. That was after the bids were taken. 

Mr. Harrison. Yes. 

Mr. Harpy. Mr. Shafer called and did you talk to him? 

Mr. Harrison. I talked with him as I recall. 

Mr. Harpy. Do you recall the conversation ? 

Mr. Harrison. No; only that he asked if we had received the recom- 
mendations and the bids from the contractor and I told him, that to 
my knowledge, we had not. 

Mr. Harpy. It is your testimony that you did not discuss this in- 
surance matter with anyone else that was connected with the firm of 
Balmer & Moore. 

Mr. Harrison. To the best of my knowledge, I never did discuss 
It. 

Mr. Harpy. Are you aware of any pressures or suggestions coming 
into your office from people in political life suggesting that the contract 
should be awarded to any particular company ¢ 

Mr. Harrison. No, sir. 

Mr. Harpy. That the brokerage contract should be awarded to any 
particular company. 

Mr. Harrison. No, sir. 

Mr. Harpy. And it is your testimony that you have no oe 
of the papers, that you did not review any papers that were left in the 
General Services Administration offices by Mr. Shafer. 

Mr. Harrison. Well, now, I said to the best of my knowledge. I 
would respect Mr. Pinkley’s recollection on the fact that he might 
have showed those papers to me, and asked me if they meant anything 
to me, but I don’t recall that specifically. 

Mr. Harpy. All right, Mr. Chairman, I am through with that. 

Mr. Brooxs. Thank you, Mr. Hardy. Did you have any questions, 
Mr. Younger or Mr. Holtzman? 

Mr. Younger. Yes, a few. How long have you been with G. S, A.? 

Mr. Harrison. Oh, since the first of 1950. 

Mr. Younger, Since January 1950? 

Mr. Harrison. Right. 

Mr. Youncer. Where were you before that? 

Mr. Harrison. War Assets Administration. 
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Mr. Younger. How long have you been with the Government? 

Mr. Harrison. About 17 years. 

Mr. Younger. About 17 years? 

Mr. Harrison. Yes, sir. 

Mr. Youncer. You came in originally in what capacity ? 

Mr. Harrison. With Reconstruction Finance Corporation. 

ae. Youncer. Did you take a civil-service examination at that 

time ¢ 

Mr. Harrison. Yes. 

Mr. Youneer. You did when you originally came in ? 

Mr. Harrison. That is right. 

Mr. Youneer. And you have been connected with the Government 
continually ever since ? 

Mr. Harrison. Yes, sir. 

Mr. Youncer. How much of your work with the Government has 
been in connection with reviewing insurance ? 

Mr. Harrison. Oh, I would say I had some insurance work in RFC. 
That was in the Defense Plant Corporation part of RFC. And then all 
of my time with GSA. 

Mr. Youncer. You have been in the insurance field ? 

Mr. Harrison. Yes, that is a part of my work. 

Mr. Youncer. Were you in that field before you came with the 
Government ? 

Mr. Harrison. No. 

Mr. Youncer. What was your business experience before you came 
with the Government? 

Mr. Harrison. Iam an engineer. 

Mr. Younger. A graduate engineer ? 

Mr. Harrison. Yes. 

Mr. Younger. That is all. 

Mr. Brooks. Thank you, Mr. Younger. Mr. Holtzman. 

Mr. Hourzman. I am going to yield back to Mr. Hardy. He 
wants to follow through on a point. 

Mr. Harpy. I have no further questions. 

Mr. Brooxs. No further questions for you, sir. I want to thank 
you. The committee appreciates your taking time to come down here 
on such short notice. 

Mr. Harrison. Thank you. 

Mr. Brooxs. Colonel Pinkley, at this point, Mr. Hardy wanted to 
ask you a few further questions about this matter. 

Mr. Harpy. Colonel Pinkley, it is rather clear, according to the 
testimony of Mr. Harrison, that he was not responsible for this obser- 
vation in the letter. Can you shed any further light on just who did 
participate with you in that observation ? 


FURTHER TESTIMONY OF JAMES P. PINKLEY, DIRECTOR, NA- 
TIONAL INDUSTRIAL RESERVE DIVISION, GENERAL SERVICES 
ADMINISTRATION 


Mr. Prnxuey. I don’t think anyone participated. I think that I 
glanced through them and saw that they were a bid. I did not pick 
up the implication apparently that it included all of the coverage that 
the invitation had called for. 
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Mr. Harpy. Can you explain just why you picked out the observa- 
tion that the proposal provides no coverage for comprehensive public 
liability, automobile liability ? 

Mr. Pinkuey. That is the thing I can’t understand, sir, because I 
certainly wouldn’t have put it in there if I had seen that those things 
were covered, 

Mr. Harpy. Does it surprise you to observe that there is a copy of the 
bid attached to these papers and that that bid——— 

Mr. Prnxxey. It does surprise me, sir. 

Mr. Harpy. And that that bid obviously conforms with your obser- 
vation there with respect to the proposal ? 

Mr. Pinxtey. In the first place, sir, it obviously confirms. How- 
ever, it is not the policy particularly in our office to staple the basic 
letters to the enclosures. Now whether that is our staple or not I 
don’t know, or whether those are the enclosures that I returned, I 
don’t know. 

Mr. Harpy. Well, I hadn’t gotten that far in trying to pin this thing 
down, but it might have been a good idea if we had any way to test the 
fingerprints on this staple, but I don’t believe we could go that far, sir. 

Mr. Prnkiey. You are welcome to take mine 

Mr. Harpy. Actually, I hadn’t gotten around to trying to find out 
where the staple came from. 

Mr. Pinxiey. I am trying to figure out the fallacy in that letter. 

Mr. Harpy. You consider, then, that it is a rather strange coinci- 
dence that your letter has attached to it a copy of the bid with the 
papers that were returned by you to Mr. Shafer, that your letter 
makes a specific reference to the fact that the invitation for bids did not 
call for comprehensive public-liability insurance ? 

Mr. Pinxtey. The invitation to bid did call for those, but their pro- 
posal, at least as I scanned it, did not include those coverages. 

Mr. Harpy. It is rather clear, then, that you must have scanned that 
proposal. 

Mr. Pinxuey. I did scan their proposal. 

Mr. Harpy. Now I would like to return to another document which 
I believe the chairmen presented earlier today, which is apparently a 
memorandum from Mr. McBride to Mr. Robert O. Hernandez 
Carujo—I can’t pronounce his name. You know Mr. McBride? 

Mr. Prnxxey. I believe I met him when he came to my office. 

Mr. Harpy. Do you know Mr. Carujo? 

Mr. Pinxiey. He was was Mr. McBride. He doesn’t speak any 
English. 

Mr. Harpy. Do you know Mr. Godoy ? 

Mr. Prnxtey. No, sir. 

Mr. Harpy. Do you know Mr. H. G. Maiers? 

Mr. Prnxtey. Yes, sir. 

Mr. Harpy. In what capacity ? 

_ Mr. Pryxiey. Mr. Maiers is one of the National Lead people work- 
ing on the expansion project. He is an engineer and is presently in 
Cuba assisting in supervision of the engineering work. 

Mr. Harpy. Of course, you also know Mr. Erwin Shafer. That has 
been testified to. 

Mr. Prnxuey. Right. 

Mr. Harpy. Do you know a Mr. Kestenbaum ? 
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Mr. Pinxtey. I have met Mr. Kestenbaum once. Mr. Kestenbaum 
is a member of the firm of Hammel & Co., as I understand it, who are 
insurance counselors to National Lead. 

Mr. Harpy. And you know Mr. W. Taylor? 

Mr. Pinky. I believe Mr. Taylor came down to our office at one 
time some time ago in regard to personnel matters which I believe are 
an adjunct to the insurance and some of the other things that he does. 

Mr. Harpy. Now this memorandum which Mr. McBride sent to 
Mr. Carujo, apparently transmitted a communication from you con- 
taining conclusions and results of an analysis of _ osals. I am par- 
ticularly interested in the last paragraph on the last page of that 
letter. It says the elimination of automobile coverage is required by 
the GSA and is being used as a pretext for rebidding. 

Now this is Mr. McBride to Mr. Carujo openly admitting that a pre- 
text is being used to get that thing rebid. 

Mr. Prnxtey. It was not a pretext on my part, sir. I wrote to Na- 
tional Lead and suggested or recommended that they take new bids 
for the two lowest bidders because of a new low might be developed 
and a new low was developed. 

Mr. Harpy. Who suggested to you that you do that? 

Mr. Pinxey. I don’t believe anyone did. 

Mr. Harpy. Did you talk to Mr. Harison about that ? 

Mr. Pinxtey. I may have. I don’t recall. There was quite a bit 
of conversation in regard to these bids when they came in, going over 
the complete file. 

Mr. Harpy. Did you talk to Mr. Mansure about it? 

Mr. Prnktey. No, sir. 

Mr. Harpy. Did you have any discussions with Mr. Shafer about 
it along about this time ? 

Mr. Pinkuey. No, sir. 

Mr. Harpy. That is why I want the telephone records to find out 
whether or not Mr. Shafer or anybody in that organization talked to 
you along about this time because I am trying to figure out how in the 
world Mr. McBride could have said to Mr. Carujo, Colonel Pinkley 
is going to throw these things out on a pretext so that we can rebid and 
so that we will be low bidder. That is the substance of what it says, 
tome. Does it mean anything different to you ? 

Mr. Pinxiey. National Lead was a member of that meeting. Now 
as to what pretext, or what they might have called it, I don’t know. 

Mr. Harpy. Well, you understand the rather sinister connotation 
in that, don’t you? 

Mr. Prn«tey. I do, sir. 

Mr. Harpy. There is every indication that someone there was alleg- 
ing that you were using a pretext in order to permit new bids, whether 

it was true or not. 

Mr. Pinkuey. That is so, sir. I resent it, but I had no such inten- 
tion at the time the instructions were written. 

Mr. Harpy. Mr. McBride, in substance, in saying to Mr. Carujo, Col- 
onel Pinkley is deliberately fixing it so we can get this business. That 
is what the thing says to me. 

Mr. Pinker. He may be saying that, sir. 

Mr. Harpy. He doesn’t say it in those words, but that is the only 
implication that I get from it. 
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who are mium on that insurance is around $2,500. Iam certainly not interested 
in throwing it to them, even if I had such an interest. 

Mr. Harpy. Of course, Mr. McBride’s letter is purported to be a 


e at one report from Mr. Shafer. 
1eve are Mr. Prngtey. I don’t know. 
he does. Mr. Harpy. Well, I will read you that. He said: In addition to 
sent to Bi) presenting us with a copy of this letter, Mr. Shafer reports in the 
rou con- | following manner. 
am par- By Well, Mr. McBride is giving to Mr. Carujo a report that Mr. Shafer 
of that Fy gives him about what you are going to do. 
nired by Mr. Pinxtey. That is right. 

Mr. Harpy. And do you see any basis on which the committee 
at a pre- might read this observation from Mr. Shafer in concert with your 

observation in the letter of February 10, addressed to Mr. Shafer ¢ 

e to Na- ' Mr. Prnxtey. No. 
lew bids [) Mr. Harpy. The letter of February 10, addressed to Mr. Shafer, 
veloped [BP says: We note that the proposal provides no coverage for comprehen- 


sive liability, and so forth. 
Mr. Prnxiry. That is correct. 
Mr. Harpy. And Mr. Shafer says the elimination of automobile 
: ; coverage is required by GSA and is being used as a pretext for rebid. 
ite a bit You don’t see any connection between those two? 
eet Mr. Prnxtey. No, sir, I do not. And I don’t believe there is. My 
observation was merely that the invitation called for several different 
types of insurance. 
, Mr. Brooks. Thank you, Mr. Hardy. Mr. Younger. 
er about Bi Mr. Youncer. If the gentleman will yield, I am interested from this 
standpoint: Is there anything wrong in getting a second bid where the 
Government saves money? I thought we had been a party to getting 
find out » some second bids, throwing out interest bids and getting second bids 
talked to JR) which saved the Government some money ? 
— the Mr. Harpy. I hope, I will say to my friend, that we don’t use sealed 
Pinkley proposals and the public release of the figures in those proposals for 
‘ebid and the purpose of forcing down another private supplier and in order to 
it it says, disqualify legitimate sealed bids that fine been previously submitted. 
Mr. Youncer. Well, I think the question was asked one of the wit- 
| nesses why they didn’t throw the bids out that were sealed bids and 
ask for new bids. I think that was asked one of the witnesses the 
other day. 
Mr, Harpy. That might very well be. Sometimes we get rather in- 
teresting answers to that kind of question. I have tried it myself. 

_ Mr. Younger. I am not particularly in sympathy with it. I am 

just trying to develop the idea. 

_ Mr. Harpy. The whole point I think is this. This business of throw- 

ing out bids can be used for a very legitimate and proper purpose. 
Li sie Oo). It can also be used, I think, to accomplish unethical ends, if it is im- 
J That properly handled. 
ee Mr. Younger. That is true. 

Mr. Harpy. The connotation in this memorandum here is that it 
was deliberately done in order to give this concern an opportunity to 
bid lower. That is the way it sounds to me. 

Mr. Youncer. That is what I want to find out. 
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Mr. Pinkiey. Congressman, can you read my instructions to Na. 
tional Lead in which I suggest that they take new bids from the two 
low bidders because removing the automobile coverage may develop 
a new low? 

We took out the automobile coverage for a very, very good reason, 
because by adding to our complete coverage which we already had, we 
would get a lower rate, and we do get a lower rate. 

By taking automotive coverage out, therefore, that was accom. 
plished. That left 2 bids that included automotive coverage, 2 that 
were quite close together and quite low. To take those two bidders 
and ask them for a revision is entirely what I intended. 

Mr. Harpy. Colonel, if we disregard any consideration of this par. 
ticular situation, would you agree with me that in any complex bid 
you can nearly always revise it after it has been awarded in order to 
make the final award to most anybody you see fit, if you have a variety 
of conditions and a variety of prices? You can certainly get a variety 
of answers by altering the invitation and leaving out some particular 
part after the bids have been submitted. 

Mr. Pinxtey. If the invitation, if the request for the new bid is on 
exactly the same basis, less one certain element, you should get two 
good, clean, honest bids. 

Mr. Harpy. And you can get an entirely different award if you 
eliminate different elements when there are items in the bid. I believe 
you would agree with that? 

Mr. Pinxiey. You probably could, sir. 

Mr. Harpy. Go ahead, Mr. Holtzman. 

Mr. Horrzman. Did the terms of the first invitation provide for the 
comprehensive liability insurance which we are discussing? 

Mr. Prnxtey. I believe so, sir. 

Mr. Hotrzman. Who prepared that invitation ? 

Mr. Pinxiey. That was prepared by Snare-Merritt, I believe, in 
Havana. 

Mr. Houtrzman. Did you have occasion to look at that? 

Mr. Pinker. No, sir; not at that time. 

Mr. Hourzman. Well, when did you see that invitation to bid? 

Mr. Pinxuey. A letter was read here this afternoon, it was when | 
requested a copy of that invitation. 

Mr. Hotrzman. Then you became mindful, did you not, that this 
invitation contained provisions which called for a bid on comprehen: 
sive liability insurance; is that correct ? 

Mr. Prnxtey. I knew it did all of the time, sir. 

Mr. Hotrzman. You knew it did all of the time? 

Mr. Pinxtry. Right. 

Mr. Hourzman. Did you not know all of the time that it would be 
cheaper to divorce the automobile liability insurance and place it in 
a fleet? Did you not know that all of the time or did you discover 
that recently or subsequent to this transaction ? 

Mr. Pinxuery. I discovered that after the bids, after the second 
invitation had gone out. 

Mr. Hourzman. In other words, you did not know until then that 
divorcing your automobile insurance and placing it in a fleet setup 
would make it cheaper to cover those automobiles. You wouldn’t want 
this committee to believe that, sir, would you ? 
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Mr. Pinxtey. I probably did. If I had thought of it, I probably 
did. I will be honest. You must remember, sir, that at this time | 
had a tremendous lot of work to do. Now, I did not at the time of 
that first invitation being sent out, or at the time the second invitation 
was sent out, it did not occur to me to take the automotive coverage out. 

Mr. Horrzman. But you knew then, you say now, that by taking it 
out it would be cheaper ; wouldn’t it ? 

Mr. Pinxtry. That is right. 

Mr. Hourrzman. It is just that you didn’t think of it at the time or 
it didn’t attract your attention ? 

Mr. Prnxuey. It didn’t occur to me, sir. 

Mr. Horrzman. No further questions. 

Mr. Brooks. Mr. Moss. 

Mr. Moss. I just have one. I don’t like to labor this point. I 
think, in response to a question from me a little earlier, you indicated 
that the responsibility for preparing the first invitation was with 
National Lead ? 

Mr. Prnkiey. No, sir; I didn’t mean to. My statement was we 
furnished National Lead with our requirements and I believe that 
National Lead had the Snare-Merritt people prepare the original 
invitation. 

Mr. Moss. Who do you look to? 

Mr. Pinktey. I look to National Lead, but National Lead has 
another contractor who is the insured under this and who is taking 
the bids on all of the materials and all of the procurement, who is 
preparing the invitations to bid on materials and labor and other 
equipment, the same as they would on this. 

Mr. Moss. You have the responsibility, you delegate it to National 
Lead and they in turn delegate it to Snare-Merritt; is that correct ? 

Mr. Prnxtey. National Lead is the prime contractor under General 
Services. 

Mr. Moss. And they are your agents ¢ 

Mr. Prnxiey. That is right. Their contractors are Ferguson and 
Snare-Merritt. Each one of those—we work through National Lead. 
They translate those to 
Snare-Merritt and to Ferguson. 

Mr. Moss. Were you insuring any Ferguson personnel under this? 

Mr. Prnxiry. Only to the extent required by New York law. which 
I believe is workmen’s compensation, and I believe that that is included 
in the arrangement. I think insurance is one of the factors in their 
salary schedules. 

Mr. Moss. Did they participate in the writing of the 

Mr. Pinxtey. No, sir; I don’t believe they participated. 
were not involved in the Snare-Merritt insurance. 

Mr. Moss. Well, they were involved to the extent that some of 
their workers were covered by workmen’s compensation ? 

Mr. Pinker. That is right, but it is a different corporation 
entirely. 

Mr. Moss. Was it the same insurance ? 

Mr. Prngtey. I beg your pardon. 

; ~ Moss. Was it the same insurance, under the same general con- 
ract $ 
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Mr. Pinxuey. No, sir. This is insurance in Cuba that we were 
talking about and the workmen’s compensation that Ferguson would 
be concerned with would be in New York State. 

Mr. Moss. That is an entirely different contract ? 

Mr. Pinxtey. I believe that Ferguson’s people—you see, these are 
all people who are permanent oldtime employees of Ferguson. 

Mr. Moss. They are covered under the regular Ferguson contract! 

Mr. Pinker. Yes, I think so. It is included in their wage rates, 

Mr. Moss. Having laid down the requirements—the minimum pro- 
visions which should be included in the invitation to bid—you did not 
review the invitation to bid prior to sending it out ? 

Mr. Pinxgtey. No. 

Mr. Moss. It was sent out by National Lead or Snare-Merritt ? 

Mr. Piney. I believe it was sent out by Snare-Merritt. 

Mr. Moss. Who finally accepts the bids? 

Mr. Pinxxey. Snare-Merritt finally accepts the bid and will ptace 
the order for the coverage. 

Mr. Moss. Subject to your approval ? 

Mr. Pinker. Subject to my approval. 

Mr. Moss. Then you finally accept the bid ? 

Mr. Prnxtey. I finally approve the bid; that is right. 

Mr. Moss. Now, in the response to the first invitation to bid, appar- 
ently a number of companies bid on a basis unsatisfactory to you. 

Mr. Prnxtey. I beg your pardon. 

Mr. Moss. La Canera’s bid was on an unsatisfactory basis, or was, 
in your opinion, unresponsive. I think you said it was a retrospec- 
tive type of bid. 

Mr. Pinxuey. There were several retrospective bids. 

Mr. Moss. The majority were of that type, were they not ? 

Mr. Pinxury. They are based on a flat fee. I am not sure of the 
exact title of that. 

Mr. Moss. I think earlier you cited some mixup in the Spanish 
translation. Did it indicate to you any lack of proper attention to 
the initial invitation to bid ¢ 

Mr. Piney. I think so. 

Mr. Moss. Then being a very prudent man, shouldn’t you have care- 
fully reviewed the second invitation to bid before it left ? 

Mr. Prnxtey. I did. 

Mr. Moss. You did? 

Mr. Pinxtey. Yes, sir. 

Mr. Moss. And, in reviewing it, you overlooked the question of the 
advantages to be gained from the fleet coverage ? 

Mr. Pinker. Yes, sir. 

Mr. Moss. Thank you. 

Mr. Hotrzman. Mr. Chairman. 

Mr. Brooks. Yes, Mr. Holtzman. 

Mr. Hottzman. What attracted you the second time to the difference 
in cost in divorcing your automobile insurance from the other insur- 
ance? What made you see it the second time and caused you to over- 
look it the first time? 

Mr. Pinxtey. I believe Mr. Harrison recommended it, sir. 

Mr. Hottzman. Mr. Harrison recommended it? 
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Mr. Prnxiey. He analyzed those first bids and I believe it was his 
recommendation that we take it out and put it under the Cuban Nickel 
Co. coverage. 

Mr. Hourzman. There never was any doubt about the wisdom of 
that, in your mind, it was just that you had overlooked it ? 

Mr. Prnktey. Probably so. 

Mr. Honrzman. And then we have this letter ostensibly quoting 
Mr. Shafer, which says that the divorcing of the automobile insurance 
would be used as a pretext for sending the business to him; isn’t that 
correct ? 

Mr. Pinkiey. Apparently that is what he implied, sir. 

Mr. Hotrzman. No further questions. 

Mr. Harpy. Earlier today we had some testimony about El Globo 
being eliminated from this proposition and the colonel said that the 
basis given in the Snare-Merritt analysis, over the signature of Mr. 
Cremer, was not the reason El] Globo was eliminated, and I believe, 
Colonel, you testified that they were tied for low bid ? 

Mr. Pinxtery. That is right. 

Mr. Harpy. Now who were they tied with? 

Mr. Pinktey. They were tied with La Alianza. 

Mr. Harpy. Well, now, when you suggested that this comprehen- 
sive coverage be deleted from this proposal and suggested that there 
be negotiation with American International Underwriters and La 
Alianza, what happened to El Globo? 

Mr. Pinxtry. El] Globo were still higher bid. 

Mr. Harpy. I understood you to say they were tie bidders. 

Mr. Prnxtey. On the workmen’s compensation they were tie bidder, 
not on the public liability. 

Mr. Harpy. When you eliminated the public liability, they were 
still tied with La Alianza ? 

Mr. PrnkueEy. Yes, on the workmen’s compensation. 

Mr. Harpy. Of course, when you eliminated the public liability you 
automatically gave La Alianza the workmen’s compensation ? 

Mr. Pinxtey. No, they could have been awarded to two separate 
companies. 

r. Harpy. I don’t understand. 

Mr. Pinxtey. It is like the difference between fire insurance and 
life insurance. 

Mr. Harpy. But your proposal carried four types of insurance. La 
Alianza was lower on compensation than American International; is 
that right ? 

Mr. Prnxtry. That is right. 

Mr. Harpy. And the elimination from your total of this compre- 
hensive is what made La Alianza low on the total overall bid, wasn’t it ? 

Mr. Pinxtery. They didn’t get the total overall insurance. 

Mr. Harpy. Well, what business didn’t they get? 

Mr. Pinxtry. They didn’t get the commercial blanket, the com- 
mercial bond. 

Mr. Harpy. Weren’t they low on the total overall ? 

Mr. Prnxtey. I don’t believe so, sir, because each one of those was 
taken on its own individual merits. 

Mr. Harpy. Well, didn’t you know that La Alianza was going to be 
awarded the workmen’s compensation contract at the time you wrote 
this letter ? 
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Mr. Prnxiey. Which letter, sir? 

Mr. Harpy. The letter of transmittal, the one that we have been 
talking about. 

Mr. Pinxtey. The letter to National Lead ? 

Mr. Harpy. Yes, the one to National Lead that Mr. McBride and 
Mr. Shafer, and the rest of that group, discussed. 

Mr. Pinker. I know La Alianza, I recommended La Alianza for 
the workmen’s compensation. I had no knowledge and no indication 
and I had no real interest as to whether La Alianza got the compre- 
hensive liability insurance or not. 

Mr. Harpy. Would they have gotten the workmen’s compensation 
contract if you had not thrown out this comprehensive ? 

Mr. Prnkiey. Yes. 

Mr. Harpy. They would have gotten that anyway ? 

Mr. Ping ey. I think so, yes. That is what my letter of the 15th 
of April says. 

Mr. Harpy. I didn’t so understand it. Your letter of April 15 says 
that the bid for public liability now includes automotive coverage, 
which is to be withdrawn. The two low bidders, La Alianza and 
American International should be required to submit bids. 

Mr. Pinxiey. On that coverage, but the letter previously says we 
approved La Alianza for the workmen’s compensation. 

Mr. Harvy. That is what I am having a hard time understanding, 
how this thing ties in with Mr. Shafer’s comments. Then you have 
a statement in your letter also, in the event La Alianza is awarded the 
liability insurance contract in addition to the workmen’s compensa- 
tion contract, they should be required to reinsure 90 percent of their 
liability coverage. 

Mr. Pinxutey. That was because if they are handling both the work- 
men’s compensation, which is a very heavy coverage, and the other 
insurance, [ did not feel, as I explained there , 

Mr. Harpy. Do you know whether, in fact, La Alianza and Amer- 
ican International both did submit various proposals on the automobile 
coverage ? 

Mr. Pryxtey. No, sir; I do not offhand right now. I could find 
that out for you. I would be very happy to doso. i 

Mr. Harpy. Do you know what happened with respect to the rein- 
surance provision ? 

Mr. Prnxtey. Yes. 

Mr. Harpy. Who got the reinsurance ? 

Mr. Pinxtry. I believe the reinsurance was with the Insurance 
Company of North America, sir. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Brooks. Thank you. : c 

Now, Colonel, I have got a few more questions here we would like 
to get settled with you, if we could, sir. 

Briefly, did Balmer & Moore get the fee or are they going to get the 
fee on the primary commercial blanket bond ? 

Mr. Prnxtey. I don’t know, sir. 

Mr. Brooks. Could you find out and let us know ? 

Mr. Pryxtey. I don’t know even the source of that information. 

Mr. Brooks. I will give you a clue: The National Lead Co. If 
they don’t know, ask the Snare-Merritt people. They are in touch 
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% with you pretty often, apparently. They ought to know who is run- 
e been ning that project. 
Mr. Pinxtey. But I don’t know the source as far as brokerage. 
Mr. Brooks. Do you think you might be able to find out from Na- 


de and 3 tional Lead ? 
Mr. Pinxtey. I will find out. 
za for Mr. Brooks. ‘They are spending all of this money. You approve 
ication it. Isn’t all of this approved by the United States Government ? 
ompre- Mr. Pinker. That is right. 
Mr. Brooks. In the person of yourself, primarily, and then by 


nsation Mr. Mansure as head of the GSA ? 
. Mr. Pinxtey. That is right. 
Mr. Brooks. Then you have some clue and can find out ? 
Mr. Prnxiry. But the brokerage fee does not come from those 
re 15th «=F funds. 
Mr. Brooxs. Colonel, did you tell the members of the staff of the 


15 says subcommittee that Mr. Shafer brought you this La Alianza contract 
verage, fF to your office for you to look at which you subsequently analyzed and 


za and ; sent back to him ? 


Mr. Pinkiey. I don’t recall that I did; no, sir. 

ays we Mr. Brooxs. Approximately how much money was saved the Gov- 

; ernment by getting the 1614-percent experience credit ? 
nding, i Mr. Pink.tey. Approximately $100,000, one-sixth. 
uu have Mr. Brooks. This saving would not have been made if Frederick 
dedthe §— Snare had not participated in the contract; is that correct ? 
ypensa- : Mr. Prnxtey. Unless some other contractor had an experience rat- 
f their ing that would be accepted by the Cuban Government. 


Mr. Brooks. The other contractor did not have that ? 
2 work- Mr. Prnxtry. Not to my knowledge. 
e other Mr. Brooks. Now, from September 30, 1954, to April 30, 1955, the 
workmen’s compensation insurance was on binders; is that right? 
Amer- Mr. Prnxtey. That is right. 
»mobile Mr. Brooks. Did the Government get any hospital rebate during 
) this period of time? 
ld find Mr. Prnxtey. No, sir. 
| Mr. Brooks. Did the later hospital rebate turn out to be about 45 
ne rein- percent of the gross premium ? 


Mr. Prnxtey. That is right. a ; 
Mr. Brooxs. When was a definitive policy first issued on work- 
men’s compensation insurance for the expansion project ? 


surance Mr. Pinxtey. I can’t tell you the exact date, sir. We do have a 
definitive policy in the office now, as I understand it. I can get that 
for you. 

Mr. Brooks. Have you had it for a month? 

ld like Mr. Prnxtey. I believe about that, sir. 

Mr. Brooxs. It wouldn’t be any more than a month, would it? 

get the Mr. Prnxtry. No, sir; but the binder back to April 30—— 


Mr. Brooks. This is the definitive policy. The binder we all un- 
derstand was taken to take care of the problem until you had a defini- 


tive policy ? 

tion. Mr. Pinxtery. But the 45 percent applies on the binder that was in 
owif effect. 

Y Rach Mr. Brooxs. Now, Colonel, in regard to the binder submitted in 


May 1955, by Godoy-Sayan, for La Alianza, would you read us the 
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first full paragraph on page 2 of the minutes of an insurance confer- 
ence that was held on May 3, 1955, in New York City? It is there 
on the page of this conference on Snare-Merritt letterhead. It has 
the people present listed. Mr. Maier, Mr. Kastenbaum, for National 
Lead; Mr. W. E. Taylor, for Snare-Merritt. 

Would you read that to the committee? I think they would be 
interested in hearing it. 

Mr. Pinxtey (reading) : 

The binder submitted by Godoy-Sayan Corp. on behalf of the Indemity Insur- 
ance Company of North America was not considered wholly satisfactory because 
it did not specify the employers liability limits of 50/$100,000. It indicated 
an inaccurate estimate of annual payroll. The description of the risk was mis- 
leading. The effective date did not correspond to the effective date of other 
insurance, and it was believed that the 30-day expiration date of the binder was 
not realistic because it will undoubtedly take more than 30 days to have the 
definitive policy issued, checked, and approved by Snare-Merritt, National Lead, 
and GSA, Snare-Merritt, New York, is to return the binder for correction. 

Mr. Brooks. Colonel, has the General Services Administration taken 
steps to avoid this type of practice ? 

Mr. Pinkuey. Yes, sir. 

Mr. Brooxs. What exact steps have you taken, sir? 

Mr. Pinxiey. We have in each case where a ‘binder or a policy has 
come into the office with deficiencies of that kind, we have written 
and asked to have them corrected. 

Mr. Brooxs. In regard to the comprehensive liability insurance with 
La Alianza, has 90 percent of this coverage been reinsured as requested 
by General Services Administration ? 

Mr. Prnxtey. I believe so. 

Mr. Brooks. With what company is this reinsurance to be placed ? 

Mr. Prnx ey. I believe it is with the Insurance Company of North 
America, sir. 

Mr. Brooks. They are handling most of the reinsurance, apparently ? 

Mr. Prnktey. I believe they are. 

Mr. Brooxs. Has the American International Underwriters Corp., 
102 Maiden Lane, New York City, ever participated in any way in 
the Nicaro insurance? 

Mr. Pryxtey. I don’t know whether they have furnished any in- 
surance. I don’t know of any insurance that they have furnished; 
no, sir. 

Mr. Brooks. When did Mr. Mansure first discuss with you the matter 
of an American broker not licensed in Cuba getting a brokerage fee? 

Mr. Prnxuey. Mr. Mansure has never discussed the matter of a 
broker. 

Mr. Brooks. With you. You wouldn’t know what his other con- 
versations would be, Colonel. Would you like to restate that answer? 
Restate the answer. I would like to hear it. 

Mr. Prnxey. I may not have gotten the question. 

Mr. Brooks. Read the question to Mr. Pinkley, Mr. Reporter, and 
let him answer. 

(The question was read. ) 

Mr. Prnxtry. I don’t believe he ever discussed that with me. 

‘ a Brooks. Did you ever suggest to him a way that this could he 
one ? 

Mr. Pinxtey. I believe in my memorandum. He stated he asked 
if this insurance was spread among a number of different companies, 
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» confer- or was all in one company. I believe I stated that one broker could 

is there handle it, or that it could be standard across the board. In other 

It has words, it had to be a Cuban company. It had to be an American 

National company. The insurance had to be provided by a Cuban company or 
an American company, but it could be handled by one broker. 

vould be Mr. Brooks. In your September 16, 1954, memorandum to the Ad- 


ministrator from yourself as chairman of the Nickel-Graphite Com- 
mittee, you did point out in paragraph 4 it would be entirely practical 


ity Insur- to place the insurance with an American broker through either a Cuban 
oe insurance company or a Cuban subsidiary of an American company ? 
; Seth tee Mr. Prnxtey. That is right. 

.of other [| Mr. Brooks. “It will be necessary to utilize a company authorized 
inder was 7) todo business in Cuba”? 

ae > Mr. Pinxtey. That is right. | 
i. ; Mr. Brooks. Did you ever discuss the insurance brokerage fee with 


Mr. J. P. Bonner, former National Lead employee ? 

Mr. Prnxuey. No, sir. 

Mr. Brooxs. Now, do you know where Mr. Bonner now lives and 
for whom he works ? 

Mr. Prnxtry. I believe he lives in Washington. 

Mr. Brooxs. Do you know with whom he is associated now? 
> Mr. Prnxtey. No,I don’t. I understand he has some kind of con- 

: » sulting project. 
eee Mr. Brooxs. Now, Colonel, I wondered if you would read into 
ites evidence this memorandum dated September 19, 1955, to the Director, 
Office of Compliance and Security, GSA, attention Mr. W. E. Aud, 
acai from the chairman of the Nickel-Graphite Committee, GSA, it being 
of North yourself. Would you read this memorandum, please, for the com- 
mittee’s interest ? 

Mr. Prnkuey (reading) : 

Director, Office of Compliance and Security, GSA, attention Mr. W. E. Aud, 
from Chairman, Nickel-Graphite Committee, GSA, Nicaro Insurance. 


on taken 


olicy has 
» written 


parently ? 


rs Corp., You have asked me to clarify the last sentence of my letter of February 10, 
y way in 1955, to Mr. E. M. Shafer, Balmer & Moore, insurance agents, relative to the 
subject matter. When the letter was written I was of the opinion that Mr. 
1 any in- Shafer’s company might be a bidder as an agent for some insurance company 
sled « and I would let him know whether or not his company was the successful bidder. 
NLS } I do not recall ever having informed him about the bidding as his company’s 
name was not mentioned in the list of bidders. 
he matter (Signed) J.P. PINKLEY. 


rage fee? Mr. Brooxs. Thank you. 

tter of a fF Now, Colonel, I have no further an for you, and I wonder 
if anybody else on the committee does 

ther con- Mr. Harpy. I have no questions. 


answer! % Mr. Broooxs. Any questions, Mr. Younger? 
Mr. Younarr. Yes, I have a few questions here, Colonel. It hasn’t 
been clear in the record as to when you came with GSA. 
rter, and Mr. Prnxiey. I came with GSA——well, I was with the Federal 
Works Agency, Public Building Administration, at the time GSA was 
merged with War Assets. War Assets was merged and it formed 


me. GSA. 
could he Mr. Youneer. What year was that? 
Mr. Pinxrey. 1948. 
he asked Mr. Younerr. And prior to that you were with what branch of 


ympanies, the Government ? 
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Mr. Pinxuey. I was with War Assets for a short time. I think 
from the summer of 1946 when I left the service until December of 
1948. 

Mr. Younger. You were with War Assets? 

Mr. Prnxtey. That is right. 

Mr. Youncer. When you left the service what branch of the service 
were you in? 

Mr. Prnxtey. I was with the Air Force. 

Mr. Youncer. Are you an engineer ? 

Mr. Prngtey. Yes, sir. 

Mr. Youncer. Were you retired on disability ? 

Mr. Pinxtery. No, sir. 

Mr. Youncer. Just an ordinary retirement ? 

Mr. Prnxiey. Mandatory retirement at the age of 60. 

Mr. Youncer. Mandatory retirement at the age of 60? 

Mr. Prnxtey. That is right. 

Mr. Youncer. How many years did you have in the service? 

Mr. Pinxuey. Thirty-four years in the service with 8 years of active 
duty. 

Mr. Youncer. What State did you come from? 

Mr. Pinxtrey. My home was in Illinois. I have been away from 
there since about 1931. 

Mr. Youncer. What part of Illinois? 

Mr. Pinxtry. A little town of Gibson City, between Bloomington 
and Champaign. 

Mr. Youncer. While you were with the Air Force what functions 
did you perform for them ? 

Mr. Prvutey. I was the staff engineer or assistant deputy chief of 
staff, G-4, in charge of converting a large number of old training 
facilities to convalescent hospitals, and also doing some work on air- 
bases and engineering work in general. There were 29 facilities under 
our command, 29 stations. 

Mr. Younger. And with the War Assets Administration, what were 
your functions? 

Mr. Pinxtey. I had charge of property management, management 
of a large number of these industrial plants which had been acquired 
and would then be declared surplus. 

Mr. Younger. Did you handle insurance at that time for the War 
Assets Administration ¢ 

Mr. Pinxtey. No. sir. 

Mr. Younger. You had nothing to do with insurance at that time! 

Mr. Pinger. Not in War Assets. 

Mr. Youncer. But you did manage these properties ? 

Mr. Prnxtey. That is right. 

I beg your pardon, except for coordination on insurance for leased 
plants with the comptroller’s office who had the insurance function. 

Mr. Youncer. And what were your duties when you first came witli 
GSA? 

Mr. Prnxuiry. My first duties when I came with GSA—a large num- 
ber of these industrial plants had been transferred to the Federal 
Works Agency actually then for custody. There were plants which 
had been declared undisposable, and my function, my responsibility, 
was to get these plants into a maintenance program, keep the deteriora- 
tion which had been very rapid in the 3 or 4 years under War Assets— 
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eliminate it, and put them on a basis on which there was the least pos- 
sible wasting of Government funds through deterioration. 

Mr. Younger. When did you become a member of the Nickel- 
Graphite Committee ? 

Mr. Prnxtey. I was appointed Chairman of the Nickel-Graphite 
Committee on August 25, 1953, which appointment was confirmed in the 
Federal Register on November 1 of the same year. 

Mr. Youncer. Then you never had any experience with the plant in 
Nicaro before? 

Mr. Pryxtey. I had had certain experience with the plants; yes, 
sir. During the close down days I made on—no, it was just after re- 
activation was started—I made a security inspection and fire-preven- 
tion inspection of the plant for the then Nickel or Magnesium and 
Nickel Committee. I was involved in the operation—well, I gradually 
took over some work ; Mr. Harrison took over the protection and main- 
tenance. I took over the operation of six magnesium plants under the 
Magnesium and Nickel Committee. 

Mr. Younger. And since you became chairman of the Graphite- 
Nickel Committee you have handled as one of your functions the in- 
surance, approval of insurance ? 

Mr. Prnktey. Approval of insurance on that project; yes, sir. 

Mr. Youncer. Has the process which has been thoroughly explained 
here to the committee in connection with this particular insurance on 
the expansion, has that followed a different procedure than other in- 
surance that has been placed by the committee / 

Mr. Prnxtry. No, sir; I think the same procedure has been fol- 
lowed for the contractor to take out the insurance. The other projects 
which the former committee had and which I got in on when we 
closed down the operation, was handled on the same basis. 

The operating contractor took the bids and obtained the insurance 
for covering their operations; yes, sir; in the same manner. 

Mr. Youncer. And as far as you know, no different process has been 
used in connection with this insurance on the expansion than in han- 
dling insurance on other transactions coming within the purview of 
this committee ? 

Mr. Prnxtey. I know of no different procedure; that is right, sir. 

Mr. Youneer. And that dates back even in the records prior to 
1953 ? 

Mr. Prnxtey. That is right, sir. I did not, however, take the in- 
surance, or I had no function in the insuring of the operations of 
those magnesium plants. That had been done when I was in another 
function completely away from the Magnesium and Nickel Committee. 

Mr. Youncer. But you had the same employees under you that 
served under the Committee prior to your coming as Chairman? 

Mr. Pinxtey. That is right. 

Mr. Youncer. And as far as your recollection or discussion with 
them or history of insurance with the GSA, it has all been handled 
the same way ? 

Mr. Prnxtey. That is right. 

Mr. Younaer. Now who were the brokers on the previous insurance ? 

Mr. Prnxtey. I don’t know. I have never interested myself in any 
brokerage firm. 

Mr. Youneer. You have never asked the insurance companies who 
their brokers were ? 
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Mr. Pinx.ey. No, sir. 

Mr. Youncer. You mentioned an attorney that represents the 
Cuban Nickel Co., is that it—— 

Mr. Pinktey. Right, sir. 

é Mr. Youncer. How long has he been attorney for the Cuban Nickel 

0. ¢ 

Mr. Pinxtey. I believe he was attorney to the Cuban Nickel Co. 
since 1942. 

Mr. Younecerr. All during the process of the operation down there 
he has been the attorney for them ? 

Mr. Prnxtey. That is right, sir. 

Mr. Youncer. And there has been no change in attorney ? 

Mr. Pinker. No, sir. 

Mr. Brooks. Pardon me, what attorney are you talking about, Mr. 
Lazo? 

Mr. Pryxtey. Yes. 

Mr. Youncer. The one mentioned a while ago. So this process— 
that has been given to the committee as far as insurance and attor- 
neys—that has been going on all the time and have been the same 
down there, and the employees of your Graphite and Nickel Com- 
mittee, and prior to that the Magnesium and Nickel Committee, al! 
of those have been the same all of the way through all of these years 
that they have been operating ? 

Mr. Pinker. To the best of my knowledge. 

Mr. Youncer. And they have been operating the same way all of 
the time. As far as you know, there has been no change in them / 

Mr. Pinxtey. That is right. 

Mr. Youncer. That is all. 

Mr. Brooxs. Thank you very much, Colonel, for being here. We 
want to put in the record the copies of the contracts that we gave 
you there. 

(The documents referred to are as follows :) 

GENERAL SERVICES ADMINISTRATION, 


Washington 25, D. C., February 10, 1955. 
Re Nicaro expansion insurance. 


Mr. E. M. SHAFER, 
Balmer & Moore Insurance Agency, 
Chicago, Ill. 

Dear Mr. SHAFER: We are returning the copies of the proposals and related 
material enclosed with Sr. Enrique Godoy’s letter of the 3d addressed to Snare- 
Merritt, Havana, which you left with Mr. Mansure, for your file. 

The various bids received by Snare-Merritt, Havana, were forwarded, unopened 
to their New York office, where they were opened in the presence of representa- 
tives of Snare-Merritt, National Lead Co., and GSA. We have insisted on this 
method of assuring fair and impartial consideration of each proposal. As soon 
as these bids have been analyzed, they will be forwarded to this office, with the 
recommendations of the concerned sub and prime contractors. I shall, of course, 
discuss them with Mr. Mansure before any award is approved. 

The award will be made by Snare-Merritt. 

We note that the proposal provides no coverage for the comprehensive public 
liability, automobile liability, or other supplemental coverages requested by 
the “Invitation to bid.” It is assumed that these coverages were included in the 
submittal to Snare-Merritt. 

You will be informed of the results of the bidding as soon as the analysis |s 
completed. I shall inform you personally about it. 

Sincerely yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 
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La ALIANZA COMPANIA NACIONAL De Securos, S. A., 
nts the La Habana, February 3, 1955. 
Re proposals for workmen’s compensation and employer's liability and compre- 
hensive general bodily injury liability and property damage liability for the 
ie Ns joint operation of an expansion of plant known as the Cuban Nickel Co. 
| Nickel Plant, DOD No. 441, located at Nicaro, Lengua de Pajaro, Province of Oriente, 
Cuba. 
kel Co. SNARE-MERRITT, 
Frederick Snare Corporation and Merritt-Chapman é& Scott of Cuba, 
Inc., La Habana. 

DEAR Sirs: In accordance with your kind invitation as per letter dated Jan- 
uary 14, 1955, we are pleased to enclose herewith, in quadruplicate, our pro- 
posals for the classes of insurance which you require. 

We offer you, apart from our own, towards any clarification, if necessary, the 
; cooperation of our service office in New York, Godoy-Sayan Corp., located at 60 
yut. Mr. 5 Wall Street, New York, N. Y., telephone Whitehall 3-9690, where Mr. Michael 

3 J. McBride, our vice president, will gladly attend any such request. 

Thanking you very much for the opportunity given to our firm in this case 

and trusting that we will be given similar opportunities for other of your in- 

‘ocess— surance requirements in the future, we remain, 
1 attor- & Yours very truly, 


n there 


ENRIQUE Gopoy, President. 
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1 Com- E WoRKMEN’S COMPENSATION AND EMPLOYER’S LIABILITY PROPOSAL FOR EXPANSION 

ttee, all PROJECT AT CUBAN NICKEL Co., PLANT DOD No, 441, Nicaro, Leneua DE 

3e vears PAJARO, PROVINCE OF ORIENTE, CUBA 


JOINT OPERATION OF SNARE-MERRITT CO. ACTING FOR AND ON BEHALF OF GENERAL 
SERVICES ADMINISTRATION 


y all of 1. La Alianza, Compania Nacional de Seguros, 8S. A. will issue an open form 
hem / } of policy, providing statutory workmen’s compensation insurance with occu- 
pational diseases covering all employees of Snare-Merritt in Cuba (both native 
and foreign personnel) in accordance with the Cuban Workmen’s Compensa- 


re. We tion Act; also employer’s liability in Cuba with limits of $50,000/100,000. The 
ee policy will be issued showing the following standard rates, in accordance with 
ve gave the Cuban law, applicable also to foreign personnel. The employer will pro- 


duce their monthly (or as otherwise may be agreed) payroll reports in the most 
appropriate manner. 
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Rate 
Code No. Description (percent) 
169 170 (a), 170 (b)- | Concrete piles, driving of, exclusively; concrete, construction of 6 
170 (d), 172, 224, 315, bridges, concrete, construction of buildings of concrete blocks; 
378 (c), 396. concrete, construction of wharves; construction of buildings; steel 


or iron structures, erection exclusively; machinery (assembly 
and/or dismantling); painters, on structures of steel or iron and 
bridges; bridges, construction of; and all other work (excluding, if 
any, blasters; using or handling explosives—Code No. 72—rate 25 
percent) not otherwise classified. 


a a sattich iiooiah taiciatenl I itidhndnndniiete cidlchititcnnendetany tht elons uh kde etie wae 5. 50 
132, 289 (a), 323, 378 (a), | Carpentry, outside of shop; engineers, research and explorations; 5 
204 (c), 326 (c). mechanical work; painters, work outside of ae elevators, instal- 
oon and/or repair; Messengers; on motorcycles and/or automo- 
es. 
OR ae ican enenmmntl Carpentry workshop, with mechanical apparatus-_--_.-.....-------.- 4. 50 
203 (g)-203 (h), 352, | Electricity, electric lines, constructions of electricity, electrical 4 
326 (b), 149, 367. machines, repair of; boiler shops; messengers: on bicycles; chauf- 


feurs and their helpers; police (private companies). 


4 an ere Cognmen: Beirne iss 2 bcs. ci Dik. -f) 01d. §S as. US. he 50 
nose eid ten ich atti anoles Railroads, construction and/or operation and maintenance of_.___- 12 
986, 170:@), 116..-...... Plumbers; concrete, construction of: floors and sidewalks; streets 

and parks, construction of, excluding use of explosives. 
eae bent: cet PORE IGs TI wis isc hn 6b Senin opis ednigs ce nehdibbinieg Me LENG 
133 (b), 308...........-..| Carpentry, workshop: without mechanical apparatus; timekee pers, 50 


on construction work. 


rooted pOpD SdHefe 
~I 
on 





RE i se cnnne a teas Messengers; on foot ___--- 

SR TE on apts «apimee sh vated Electricity: electric plants, operation Anes 75 
238 (a) _- cme’ | Cafeteria and/or restaurant: cooks and their helpers. - 60 
201, 253 (a)_- 2 | Buildings, care and cleaning exclusively; garages: storage and wash- 50 

| — ing. 

238 (b) ...-.- Cafeteria and/or restaurant: waiters exclusively. -- 1 
289 (b)...............-.--| Engineers: office work ; 0.75 
DN Oisensdveenevcenes | Draftsmen (office duties only); offices, employ ees Of______- ‘ ‘ 0. 30 


The correct allocation of the payroll under the applicable classifications will 
undoubtedly prove beneficial to the economy of the employer, inasmuch as we 
have established for the purpose of payroll declarations and rate application, not 
only the main classification of work and those for which the Cuban Official 
(Department of Labor) Tariff specifically demands separation, but those that 
may be segregated, in order that apart from any other benefit of our proposal 
there will be an initial and substantial benefit premiumwise, the extent of which 
we are not in a position to determine because the payroll estimates you have sub- 
mitted are distributed in only four classifications, whereas for proper comparison 
of our proposal it would be necessary to have these estimates distributed into 
the several classifications which we are establishing. 

2. In order to provide statutory workmen’s compensation including occupa- 
tional diseases under the Longshoremen’s & Harbor Worker’s Compensation Act 
or the Workmen’s Compensation Act of the employee’s home State, whichever is 
applicable, including employer’s liability with limits of $50,000/100,000, covering 
all citizens of the United States employed by Snare-Merritt in Cuba, a policy will 
be issued by the Insurance Company of North America guaranteeing: 

(a) Said benefits to such personnel provided they are acting in Cuba as repre- 
sentatives of the employer, that is, as the employer itself and not as an employee 
or worker or 

(b) The excess benefits between the Cuban law and such foreign acts as may 
be elected by the claimant, if such personnel has the legal definition of employee 
or worker. 

This coverage shall be given at no extra premium cost, that is, in either case 
the payroil of such personnel will be declared and accounted for within the classi- 
fications established under No. 1 of this proposal. We are not in a position to 
determine which of the 2 circumstances arise in connection with the citizens of 
the United States employed by Snare-Merritt in Cuba, but in offering these alter- 
natives we are having in mind that at least 1 of those items (a) or (0) exist, 
which we are pointing out and suggesting its solution, as the case may be, con- 
sidering that the Cuban Workmen’s Compensation Act is compulsory for every 
employee while employed in Cuba, regardless of nationality, and the benefits 
that such employees are entitled to under same cannot be renounced or waived or 
in any other manner changed, except in the case of (a) above that the condi- 
tions under which they have been employed exempts the employer from fulfilling 
all applicable Cuban laws. 
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3. In order to proceed following your sequence of the requirements for the 
bidders, we are dispatching them in the same order as established in your 
invitation. 

(a) To comply with the requisite that our company has an unobligated surplus, 
including reinsurer, of not less than $1 million, we are enclosing herewith finan- 
cial statement (exhibit No. 1) of La Alianza, Compania Nacional de Seguros, 
Ss, A., as of December 31, 1954, and financial statement (exhibit No. 2) of its 
reinsurer, the Insurance Company of North America, as of September 30, 1954. 

(b) La Alianza, Compania Nacional de Seguros, S. A., will retain 50 percent 
of all liabilities and the reinsurer, the Insurance Company of North America 
shall bear 50 percent of all liabilities. Additionally, La Alianza, Compania 
Nacional de Seguros, 8S. A., will place catastrophe or excess reinsurance over 
$25,000 with the Insurance Company of North America to cover with respect 
to each and every occurrence affecting Le Alianza’s share of retention. 

As proof of reinsurance in these terms, we attach original letter (exhibit No. 
3) from the Insurance Company of North America, dated January 26th, 1955, 
and cablegram supplementing same dated February 2, 1955. 

(c) To show our experience in risks of the type mentioned, we are enclosing 
herewith a list of several projects or operations, coverage for which was provided 
by our company (exhibit No. 4). 

(d) As indicated at the beginning of our proposal, the statutory workmen’s 
compensation benefits under workmen’s compensation acts of the various states 
within the United States of America will be covered by policy issued by the In- 
surance Company of North America, Exhibit No. 3 sets forth the agreement of 
said company to issue such insurance as may be required. 

(e) Conforming with the requisite of submitting specimen forms of policy, 
including all provisions and endorsements, we are enclosing herewith specimen 
policy of La Alianza, Compania Nacional de Seguros, S. A. (exhibit No. 5), and 
specimen policy in English of the Insurance Company of North America, as 
per item (d) (exhibit No. 6). 

(f) Technical experience and service record of the bidder: 

Number of years of operation: 35. 

Number of policies issued : 23,481. 

Number of claims: 257,517. 

Pension cases: (1) Total, 182 cases with total reserve of $760,726.86; (2) 

outstanding : 145 cases for a total of $446,014.43. 

The number of cases in which permanent incapacities have been liquidated in 
lump-sum settlement, as allowed by the law, amount to 2,576 with a total paid 
of $409,447.55. 

In 1951 La Alianza, Compania Nacional de Seguros, S. A., wrote the largest 
insurance in scope ever written in Cuba, i. e., the nonoccupational accident and 
sickness insurance covering 500,000 workers of the sugar industry, having handled 
78,805 fully paid claims. 

(9) Record of integrity in the development of bidders’ business: 

(1) Total claims paid since founded, amount to $11,438,035.68. 

(2) We attach exhibit No. 7 showing the board of directors of the com- 
pany. 

(3) We attach exhibit No. 8 showing a list of prominent international 
clients of our company whom we are successfully serving and to whom in- 
quiries, as to our integrity, can be made. 

(4) Bank references: The Marine Midland Trust Company of New York 
(New York), the Grace National Bank (New York), Brown Bros., Harri- 
man (New York), The National City Bank of New York (New York and 
Habana), The Royal Bank of Canada (New York and Habana), Banco 
Godoy-Sayan (Habana), and all other Cuban banks. 

(th) Express knowledge of the problems and conditions inherent to Nicaro. 
We are familiar with all conditions and problems at Nicaro, not only because we 
consider to some extent that they are similar to many projects in Cuba which 
insurances we have handled in the past, but because we are the insurers of 
employers with large industrial plants in the vicinity. We also are the insurers 
for a risk similar to Nicaro, i. e., Nicaro Nickel Co. and/or Island Exploration 
Co. and/or Freeport Sulphur Co. 

(i) As to the claim, safety engineering and medical service that will be ren- 
dered, we propose to have at the site of operations one or more full-time em- 
ployees of the company for the proper handling of the claims and their settle- 
ment. Safety engineering service will be given through periodical visits and 
74804—56——_28 
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lectures through our safety engineering department headed by Engineer Juan 
B. Madrigal, with 12 years of experience, a director of the Cuban Council for 
Accident Prevention. Medical service rendered at the plant site by the hospital 
facilities existing therein, will be supplemented to the extent necessary and 
periodical inspections rendered by our medical staff, headed by Dr. Manuel 
Costales Latatu, M. D., professor of surgery of the University of Habana and 
former Secretary of Public Health and Secretary of Education, who has been 
with our company since founded. 

(j) The guaranteed cost plan only. Our proposal is a guaranteed cost plan 
wherein the rates, as shown, are the only ones chargeable in accordance with 
the Cuban workmen’s compensation law for the respective classes of work against 
the payrolls. In this manner the premium cost cannot be more nor less than the 
applicable rate against payroll outlay; however, we again point out that the 
employer or assured can effect substantial savings by making proper allocation of 
employees to the classifications shown under No. 1 (pp. 1 and 2) of this proposal. 

We wish, furthermore, to call your attention to the fact that we have made 
this proposal in the manner presented, in an effort to produce the lowest possible 
premium cost inasmuch as, if the four classifications which you submitted as 
estimated payrolls, had been taken by us as the only basis for the proposal, 
the estimated earned premium would be as follows: 











Administrative and office salaries, Habama____--...........-_- 


| Payroll a Premium 
Direct salaries and wages. --..-....---.----- | $10 600,000 | 6 | $636. Ov 
Salaries fo- supervision of work, Nicaro ___- 825, 000 | 5 | 41, 25 


Aas —— - = at ddl 
Ad-ninistration and office salaries, Nicaro............-...--- -| 525,900 | a 
| 3 

| 








whereas under our proposal, if you report the payrolls distributing same prop- 
erly as is legally possible amongst all applicable classifications, it will certainly 
produce a saving in the premium cost because there are many rates below that 
of the main classification of your estimated breakdown. 

(k) There shall be no additional premium for providing elective benefits under 
the Longshoremen’s and Harbour Worker’s Compensation Act. 

(1) Due to medical care and hospital facilities that will be provided by the 
assured at the plant site, La Alianza, Compania Nacional de Seguros, S.A. will 
reimburse as compensation, in return for the furnishing of such medical care 
and hospital facilities, except those cases where specialized treatment cannot 
be provided by the employer, an amount equivalent to 45 percent of all earned 
premiums. 

4. Following the invitation extended to the companies, Mr. Santiago Carmona 
and Dr. Alberto Suarez, M. D., of our claim department, visited Nicaro and ac. 
quainted themselves with all the local conditions and existing facilities and we 
wish to express our appreciation for the courtesies extended to them during 
same. 

5. The proposal herein described unconditionally accepts all requirements of 
cover, as set forth in the letter addressed by Snare-Merritt under date of January 
14, 1955, to La Alianza, Compania Nacional de Seguros, S. A., whether expressed 
ornot. Habana, February 3, 1955. 


La ALIANZA, COMPANIA NACIONAL DE SEGUROS, S. A., 
ENBIQUE Gopoy, President. 
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LA ALIANZA, COMPANIA NACIONAL DE Seeuros, 8S. A., LA Hasana, CUBA 


Balance general condensado (condensed balance sheet), Dbre. 31, 1954 
(Dec. 31, 1954) 


ACTIVO (ASSETS) 





























i RO NE occa co ccna epkabensenhawenneneanedasmawee $168, 803. 45 
ca Bote renee «COTS Ci GUC ice nin ianns 1, 521, 960. 14 
2 Prestamos con garantia (guaranteed loans) -~......-..._---_---- 146, 666. 68 
5. Bice eee Clee Gees)... 66, 798. 05 
3 Primas, cuentas y reaseguros a cobrar (premiums, accounts re- 

i ceivable and reinsurance recoverable) —....--_-_-_-__-_______ 466, 028. 84 
S Muebles y enseres (furniture and fixtures) ~..._-_._-____-________ 1. 0O 
E 2, 370, 258. 16 
i ENRIQUE Gopoy SAYAN, 

3 


Presidente Ejecutivo (Ewvecutive President). 


PASIVO Y CAPITAL (LIABILITIES) 





Primas de reaseguros, comisiones y otras cuentas a pagar (rein- 
surance of premiums, commissions, and other accounts pay- 


glace. we 


Oa acceitheinnsalinnloniiiiaa titi litinintageinen dadinch teainntedsapanina dinsaneceepitaglcoabeaed $10, 033. 62 
4 Reserva para primas no devengadas (reserve for unearned premi- 

CRUD aaa eh irens ein ccc Speake ia 197, 319. 18 
Q Reserve para reclamaciones en tramitacion (reserve for claims in 

COU I scat a nl me hee og 315, 599. 92 


Reserva para pensiones (accidentes del trabajo) (reserves for 
pensions (workmen’s compensation) )_......__._____________ 446, 014. 43 






Lr eee ese ee 


Capites seeee COnpttaL TIRED WD) aioe ceececccinceeetcmetnmes 1, 000, 000. 00 
. Superiyee Gree) an a a 401, 291. 01 













1, 401, 291. 01 


2, 370, 258. 16 
(Signed) A. M. HERRERA, 


ANTONIO M. HERRERA VAILLANT, 
Vice Presidente and Tesorero 
(Vice President and Treasurer). 














INSURANCE COMPANY OF NORTH AMERICA, PHILADELPHIA 
Financial statement, Sept. 30, 1954 


ASSETS 












Bond and socks (market valve) oo i nt $457, 637, 475. 64 
TC es actin ac tla ie Aenea dnearaineattg ictidictiphniicinacairiees Ie Iea eae 9, 764, 531. 89 
COR ca cen he hnatipt ni ees dahil asp initia ainsi as saps deeds 18, 907, 722. 43 
F Premiums in course of collection (not over 90 days due) ______ 29, 582, 899. 64 
; CRI sn ee oe esccrmncionmeneenenes 4, 147, 333.17 


Pe itiahilieincaniiicdinngupinnidveiannenbaenareneditstrintaneenmtusinnmaininiett 520, 039, 962. 77 
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LIABILITIES 





I $40, 576, 926. 00 
ee i Si alte lari aie ga a a 131, 389, 617. 00 
Reserve for taxes, expenses, and other liabilities_...1o.....____ 10, 702, 707. 16 
Dividend declared payable December 15_..--.._-_____________ 2, 730, 172. 32 
Reinsurance in nonadmitted companies__........._.___._____ 2, 201, 642. 30 
Reserve. Or SENSTA! COntIBONCIER. n s neeerco einen 149, 087, 003. 44 
IID SEITE  ssursnrinnsentieasrsieislinsctarineevtian aeretnnetnna ine aeemenieibaaitaians 11, 510, 682. 55 
I ns deiick tact oleate hn acne pia asides ceitnspamand ashes waeeie nine a amacaronesd 21, 841, 212. 00 
eee eee 150, 000, 000. 00 
Surplus to policyholders__-~_- aacasauenasettatd Sebi nia ieses tani tes bao erene oe 332, 438, 897. 99 

ere 520, 039, 962. 77 


I hereby certify that the above is a true and correct balance sheet of the In- 
surance Company of North America as of Sept. 30, 1954. 
(Signed) FRANK A. EGrEr, 
Comptroller, 


NorTH AMERICAN Cos., 
Philadelphia, January 26, 1955. 
Re expansion project, Cuban Nickel Co. plant. 
La ALIANZA, CIA NACIONAL DE SEGUROS, 
Edificio La Metropolitana, 
Habana, Cuba. 

GENTLEMEN : In connection with your proposal for insurance coverage on the 
expansion project of the Cuban Nickel Co. plant, we hereby confirm our agree- 
ment to: 

(a) Reinsure such workmen’s compensation, employers liability and public 
liability policies as you may issue for this project. This reinsurance to be on a 
50 percent quota-share basis. 

(6) In addition to said quota-share reinsurance protect you by excess of loss 
reinsurance to limit your loss under each policy to $25,000 per accident or occur- 
rence. Our limit of liability shall be $300,000 per policy per accident or occur- 
rence. 

(c) Issue at your request such statutory workmen’s compensation policies as 
may be required under the laws of any State of the United States of America, 
the District of Columbia, or the Longshoremen’s and Harbor Workers’ Act. 

You are authorized to use this letter in the presentation of your proposal for 
this project. In accordance with the invitation for proposal we attach hereto 
our latest published report showing our financial condition as of December 31, 
1953. Our report for the year 1954 is now in preparation and will be furnished 
as soon as published. In the meantime, we may say that our financial position 
in 1954 improved over the preceding year. We also attach short-form statement 
as of September 30, 1954. 

Your very truly, 
(Signed) G. U. Gurerrint, 
Deputy Underwriter, Foreign Department. 


[Cable] 
PHILADELPHIA, PA. 
LA ALIANZA EDIFICIO 
Metropolitana, Habana.: 

Supplementing our letter of January 26 and hereby made part thereof as 
follows add item letter D reinsurance under A and B will be written by the 
Insurance Company of North America and statutory workmen’s compensation 
policies under C will be written by said company or by its affiliate Indemnity 
Insurance Company of North America whichever is qualified in applicable state. 
Policies of both companies are identical. Amount of unobligated surplus of the 
indemnity as of September 30 is $75,599,142.99. 

INSURANCE COMPANY OF NorRTH AMERICA. 
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Exuisit No. 4 (AdsuntTo No. 4) 
Several projects or operations, coverage for which was provided by our company 


Employer Work performed 

Purdy & Henderson La Metropolitana 8-story building at O’Reilly and 
Aguacate Streets, Habana; Centro Asturiano 
Building at Prado and San Jose Streets, 
Habana. 

Frederick Snare Corp Construction of powerplant at Matanzas; con- 
struction of powerplant at Regla, Habana; con- 
struction of powerplant at Santiago de Cuba, 
Province of Oriente. 

Antillian Construction Co__., Construction of powerplant at Camaguey. 

American Steel Corp Erection of steel structures over the Republic of 
Cuba, amongst them: Alloys & Metals at Guana- 
bacoa, Habana; American Dehydrating Co. at 
Colon, Province of Matanzas; American Trop- 
ical Products at Colon, Province of Matanzas. 

Drilled-in-Caisson Corp Construction of bridge over Canimar River, Prov- 
ince of Matanzas. 

Martinez & Rojas______..___- Lopez Serrano 14-story building plus tower at L 
and 13th Streets, Habana; America Building (7 
stories) at Neptuno and Galiano Streets, 
Habana. 

Arellano y Mendoza Hotel Sevilla Biltmore Building (10 stories) at 
Prado and Trocadero Streets, Habana. 

Compania Constructora M. A. New Habana waterwork and water distribution 
Gonzalez del Valle. network. 

Adrian Macia 7-story building at 27th and N Streets, Vedado, 
Habana; Stadium Cerveza tropical and ice fae- 
tory “La Tropical at Puentes Grandes, Habana. 

Junta de Patronos de la Bib- Construction of National Library Building (14 
lioteca Nacional. stories), Habana. 

Compania Constructora General constructions throughout the island. 
Magev. 

Horacio Navarette 10-story building at Paseo between 23d and 25th 

Streets; Instittue for the Rehabilitation of the 
Lame Franklin Delano Roosevelt, Marianao, 
Habana. 

FERC R Ns PU ras Erection of steel structures; Masonic Building 
(12 stories) at Reina and Carlos III Streets, 
Habana; Payret Theatre Building at San Jose 
and Prado Streets, Habana. 

Comision de Fomento Nacional General constructions through the Republic of 
National Development Cuba, as per the attached list, which refers only 
Commission, autonomous’ to works performed from March 1952 onwards 
Government agency), under (before coverage has been in force for several 
supervision of Frederick years, but listing would be endless). 

Snare Corp. 
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Comision de Fomento Nacional—Projects performed in different provinces 


Aggregate total Total cost per 








cost Province 

Province of Pinar del Rio: 

Main (Ist class) highways: Amongst others, Pinar del Rio-Guane, 

San Juan-Sabalo, La Palma-San Vicente, etc------ $4, 909, 722. 12 

Bridges: Hatillo, Guyaguateje, Piseee. des~ anpiases Goi sow _..| 1,063, 692. 22 are 

ths alli Cine cnnen es ver tne ; acaing scaual 265, 302. 03 $6, 238, 716. 37 
Province of Habana: | 

Main (ist class) highways: Habana-Guanabo, ete.._................| 3, 605, 346.30 |_____- 

OO Fi cn ccnntinssccndebanes se dedipice desi La oc 178, 002. 46 | 3, 783, 348. 76 
Province of Matanzas: 

Main (ist class) highways: Pedro Batancourt-Pedroso, Marti-Itabo- | 

Corralillo, Bolondron-Zapata, etc. -.._......---.-..----------------- 4, SRD OR. GO -ecceswsan. 
Bridges: Aceras Jovellanos, etc. -.---- ib cthhidiiath Pema «Ghabbblds caumecéos TA, Ph, acces sadiiasdns 
Saad le iene aun deen wane Sanihaic ats God tinsaned 60, 325. 62 4, 963, 324. 23 

Provi ae of Las Villas: 

Main (lst class) highways: Sagua-Rancho Veloz, ddenemmecunemes: 

TE ine. kedenth bs dike ade wehegutin Detrhosccessé 11, 973, 763. 63 |- 
eee. penny, AGRE BOR: so bs dane nccce 593, 845. 21 |_..----- ‘ 
ITI. oo. nonstdbcnasneeiodulsstoben shhh Midesscccasews 31, 200. 00 12, 598, 808. 84 

Province of Camaguey: 
Main (Ist class) highways: Jatinbonico- ae Blanco, Guaimaro- 
Palo Seco, Sola-Minas, ete_._---..-.--- ‘ : eat im Tica 
Second-class roads... ------  sdbbble dike dnasabbh mada Se ea dcesuuee 10, 000. 00 6, 322, 210. 59 
Province of Oriente: 
Main highways (lst class): Eeeneeenete CMG eens, Cueto- 

Mayari, Palma Soriano-San Luis, ete__---_-------- Soc nsccu) MR RRIERATS Te. inn cdeeee ss. 
Bridges: Cacoyuguin, Rio Grande, etc----------------- Gree ae ee it’ f 
IS UD no en Mone NieaNndae et deb aapibehacekue sh 287, 594. 23 10, 666, 276. 47 

FI i oie ie Sa clans a eld | oa i a, ll eek | 44, 572, 685. 26 

Other general projects: Gold-storage plants at Santa Cruz del Sur, Cama- 
guey; Nuevo Gerona, Isle of Pines, etc.; grain warehouses at Victoria 
de las Tunas, Oriente, etc.; powerplant. at Isle of Pines; docks, aque- | 
SunsGk GE PE is GN cc Be de ara hincind ok A dhe dew wnbaiens |---------------- 19, 610, 900. 53 
pg) OI a a eA eg a i ag 0 ET as ob 2 ROE te a aly I RA ikeaiee 55, 238, 961. 73 





Boarp or Directors (CONSEJO DE DIRECTORES) 


CHAIRMAN (PRESIDENTE) 


Ernesto de Zaldo____---.---- Managing director of Havana Coal Co. (subsid- 
iary of Berwind White Coal Mining Co.) and 
vice president of Zaldo & Martinez; formerly 
with Frederick Snare Corp. 


VICE CHAIRMEN (VICE PRESIDENTES) 


Segundo Casteleiro______-___ Treasurer of Matanzas Cordage Co. 

Ignacio C. Mendoza________-- Havana Stock Exchange, president of Inversiones 
yo. A, &. A. 

Rafael Palacies.........scssncas President of Antigua Papelera Cubana, S8. A. 


and/or Immobiliaria Celulosa, S. A. and In- 
dustria de Papel Carton y Envase, S. A. (paper 


industry). 
DIRECTORS (DIRECTORES) 

TR Aon deciciccteene President of Toledo, Guines & Fajardo Sugar 
Cos. and director of Aspuru y Cia. 

Amadeo Barletta__......-__- Chairman of Ambar Motors Corp. (General Mo- 
tors distributors) and president of newspaper 
El Mundo. 

FORGO TARTAN. no cecenscecse Vice president of newspaper Diario de la Marina 


and president of Cuba, Santo Domingo & Es- 
pana Sugar Cos. 


OI oct cttcsitiiciamens Vice president of Antigua Papelera Cubana, S. A. 
Jose M. Casanova___.__...___ President of Bramales Sugar Co. (Central 
Orozco). 
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Eusebio Coterillo Lawyer and notary public, partner of Bufete 
Salaya y Casteleiro. 

Agustin Gelats President, Empresa Naviera de Cuba, S. A. 
(Naviera Lines). 

Frank R. Ginorio Banker. 

James D. Hedges President of Oriental Cartonera, S. A. and direc- 
tor of Industria General Cartonera, S. A. (card- 
board industry). 

Inocencio Llano President of Compania Rayonera Cubana, S. A. 
(rayon plant). 

Dr. Paul G. Menocal Manager of Ruisanchez & Co. (furniture manu- 
facturers). 

Cesar Rodriguez Lawyer, coowner Santa Marta Sugar Mill, presi- 
dent of Ultra, S. A. department store. 

M. Rodriguez Criado Planter. 

Luis R. Santeiro President of Detergentes Cubanos, S. A. and 
director of Crusellas & Co. (subsidiaries of 
Colgate-Palmolive) and vice president of Im- 
presos y Envases Industriales, S. A. 

Jose Tous President of Tous & Co., 8. A. (foodstuff whole- 
salers). 

Guillermo Villalba President of Compania Cubana de Fonografos 
(RCA distributors). 

Gaspar Vizoso President of Television y Aire Acondicionado, 
S. A. (Carrier-Trane-Admiral distributors). 


DIRECTORS—OFFICERS (DIRECTORES—FUNCTION ARIOS) 


Enrique Godoy y Sayan, executive president (presidente ejecutivo). 

Armando Lago y Suarez, executive vice president (vice presidente ejecutivo) 

Antonio M. Herrera y Vaillant, vice president-treasurer (vice presidente- 
tesorero). 


VICE PRESIDENTS (VICE PRESIDENTES) 


Moises Almansa y Hernandez 

Jorge Arnoldson y Serpa 

Gustavo Godoy Larranaga 

Raul Godoy y Sayan 

Alberto Suarez y Carreras 

Dr. Mario Nunez Mesa, secretary (secretario). 


List OF PROMINENT CLIENTS (RELACION DE CLIENTES IMPORTANTES ) 


Bi inco Nacional de Cuba (National Bank of Cuba) 
sanco de Fomento Agricola e Industrial de Cuba (Bank of Industrial Develop- 
ment of Cuba) 

Representates y Distribuidores Bauer & Black de Cuba, S. A. 

Esso Standard Oil Co. (Cuba) 

Sinclair Cuba Oil Co. 

Habana Coal Co. 

Willys Distributors, S. A. 

Compania Cubana de Aviacion (Cubana Airlines) 

Cuba Aeropostal, S. A. 

General Motors Acceptance Corp. 

General Sugar Estates 

Firestone Interamerica, 8. A. 

Creditos y Descuentos Mercantiles, S. A. (Ford Motor Co.) 

Philips Cubana, Compania de Productos Electricos, 8S. A. 
(Philips Cubana, Electrical Appliance, Inc.) 

Railway Express Agency 

Retail Credit Co. 

Standard Dairy Supplies 

Standard Cap & Seal Export Corp. 

Hoffman Machinery Distributor Company of Cuba 

Compania Mennen de Cuba, S. A. 

Ferrocarriles Occidentales de Cuba (ex United Railway of Habana) 

Compania Petrolera Shell de Cuba, 8. A. 


Mr. Brooks. I want to thank you very much for being here with 
us to give us the information that you have. 











432 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Now, gentlemen, I would like to call Mr. Shacklette. I hope we can 
conclude with Mr. Shacklette in, say, 15 minutes. He is a man with 
lots of records, apparently. 

Mr. Shacklette, would you please raise your right hand to be sworn. 

Do you swear the testimony you are about to give this subeommittee 
will be the truth, the whole truth, and nothing | but the truth, so help 
you God? 


FURTHER TESTIMONY OF BYRON SHACKLETTE, DIRECTOR, OFFICE 
OF COMPLIANCE AND SECURITY, GENERAL SERVICES ADMINIS. 
TRATION 


Mr. SHacxtette. I do. 

Mr. Brooks. Will you be seated, please, sir. 

Mr. YouNncer. He was sworn the other day. 

Mr. Brooxs. The first thing I would like to ask you, Mr. Shacklette, 
is, would you give the committee your full name and your capacity 
with the GSA? 

Mr. Scuackterte. My name is Byron Schacklette. I am Director, 
Office of Compliance and Security, General Services Administration. 

Mr. Brooxs. How long have you been with the GSA? 

Mr. Suacxterre. Since the inception of the agency in 1949. 

Mr. Brooks. Prior to that 

Mr. Suacktette. I was with War Assets Administration as Di- 
rector of the Compliance and Enforcement Division there. Prior 
to that I was with the Surplus Property Board. Prior to that I was 
with the Secretary of Agriculture. Some place in between that I was 
a Counterintelligence Corps agent in the United States Army. 

Mr. Brooks. In the United States ? 

Mr. SuHackuerre. Yes, sir; in Texas. 

Mr. Brooks. Well, apparently they didn’t have too much for you 
down there. 

(Discussion off the record.) 

Mr. Brooks. Under whose orders, Mr. Shacklette, did your office 
microfilm the insurance files in the Snare-Merritt office and in the 
Frederick Snare office in August 1955, I think a few days after the 
Fortune magazine article ? 

Mr. Suacktette. I believe it was August 18, sir. It was, of course, 
at the order of Mr. Mansure, the Administrator of GSA, who author- 
ized us to conduct an investigation of the insurance matter as discussed 
in the Fortune magazine, at the request of the Joint Senate-House 
Committee on Defense Production, sir. 

Mr. Brooks. You were to make an investigation for the committee, 
the Joint Committee on Defense ? 

Mr. Suackwerte. That is right, sir. 

Mr. Brooks. You were going to make the investigation for them in 
their study of the i — e program as conducted by the GSA? 

Mr. Suackterre. I don’t know. It might be more correct, sir, to 
say that they requested information from our agency which we would 
have to conduct an investigation to get for them. However, I did con- 
sult on numerous occasions with the chief counsel of that committee, 
Mr. Harold Warren, and with their staff director, Mr. Al Pearce. 

Mr. Brooxs. You were helping them get the information together 
to investigate your own agency; is that right ? 
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Mr. SHackuerte. Not in our own agency ; no, sir. 

Mr. Brooks. The activity of your own agency insofar as it related 
to the insurance matter discussed ? 

Mr. SHACKLETTE. Yes, sir, plus any obvious leads that developed. 
I mean, it wasn’t to be restricted to the material within the possession 
of our agency. 

Mr. Brooks. What roughly was the cost of this microfilming and 
how long did it take ? 

Mr. SuHacktetrte. The cost, sir? 

Mr. Brooks. Roughly. 

Mr. SHacktette. I haven’t any idea. 

Mr. Brooxs. Do you have any idea how long it took? 

Mr. Suacktette. I believe it was a matter of a couple of hours. 

Mr. Brooks. A couple of hours. 

Mr. SHACKLETTE. Yes. 

Mr. Brooks. To do that in the Frederick Snare Corp. office. 

Mr. SHackterte. Their office, yes, sir. 

Mr. Brooks. And to do it in the Snare-Merritt office. 

Mr. SHACKLETTE. I believe so, yes. 

Mr. Brooxs. Would you explain what your office does in connection 
with the Nicaro project, your particular branch of the General Serv- 
ices Administration ¢ 

Mr. SHackLeTtTe. Well, we have the general security and investiga- 
tive function in GSA. We have conducted a security survey of Nicaro 
back quite some years and since that time we have—I would say the 
Navy down there has got the prime security cognizance over the instal- 
lation. We haven’t done very much except with respect to personnel 
security. 

Mr. Brooxs. Did you give a security clearance for Frank Luther to 
accompany Colonel Pinkley to Cuba in late 1954 or at any time? 

Mr. SHacktette. I can’t say, sir. 

Mr. Brooxs. Would you be kind enough to check your record and 
see if you did, and then notify this subcommittee next week or the end 
of this week on that matter ? 

Mr. SHackette. Yes, sir. 

Mr. Brooks. Do you know Frank Luther? 

Mr. SHAcKtette. I have met Frank Luther, yes, sir. 

Mr. Brooks. Under what circumstances did you come in contact with 
Mr. Luther? 

Mr. Suacktetre. I met Frank Luther at one occasion when I was 
introduced to him in the lunchroom in the General Services Admin- 
istration Building. 

Mr. Brooks. Who introduced you? 

Mr. SuHacktette. I believe it was Mr. Mansure. 

Mr. Brooks. They were having lunch together there ? 

Mr. SuHacktetre. Yes. 

Mr. Brooks. Are they apparently good friends. 

Mr. Suacktetre. Yes, sir. 

Mr. Brooks. Do you know William J. Balmer of Chicago? 

Mr. SHack.ette. Yes, sir. 

Mr. Brooxs. What are the circumstances of your friendship with 
him. 

Mr. Suackirrre. Well, we were having a Christmas party in the 
office for the children of the office of Compliance and Security. We 
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set up a tree. I think that he visited the agency and he came down 
to look at the tree or something like that, sir. 

Mr. Brooxs. This was Christmas of what year? 

Mr. Suackterre. This past Christmas. 

Mr. Brooks, 1955. 

Mr. SuHacktette. Yes, sir. 

Mr. Brooks. Does your office have a file on his activities ? 

Mr. SuHackierre. That isa little hard to answer. 

Mr. Brooxs. Well, I meant in connection with the insurance 
program. 

Mr. Suacktetre. We do now. 

Prior to that, we had no file on Mr. Balmer in connection with the 
insurance business. 

Mr. Brooxs. Whois Mr. Donald D. Donahue? 

Mr. Suackxetre. A special agent in the Office of Compliance, and 
Security. He works for me. 

Mr. Brooxs. Why was he traveling to San Francisco with Mr. 
Mansure. 

Mr. Suackterre. He had traveled from San Francisco to assist in 
transporting—he is stationed in San Francisco and he traveled to 
Seattle and then to Chicago and from Chicago back to Washington in 
my company, and with Mr. Cleary, the Director of Management. Mr. 
Cleary and myself had delivered a series of top-secret indoctrination 
ee in connection with, I guess, their relocation program of the 

ederal Government. We had several bulky top-secret items with us. 
Special Agent Donahue came along to assist in the handling of the 
equipment, setting up the equipment, and to provide certain security 
at the various meetings. He was then in Washington. Mr. Mansure 
was going to drive back to San Francisco, and Mr. Donahue went 
with him. It saved the Government, I believe, some money. 

Mr. Brooks. Good, that is a step forward for us. Now, Mr. Shack- 
lette, would you think about this FBI investigation that we have heard 
discussed. My very distinguished colleague and good friend, Mr. 
Riehlman, asked about it the other day and we asked about some 
alleged investigation of the FBI into these matters of insurance at 
Nicaro, by the GSA. I asked Mr. Cremer about it, and he said there 
had been some FBI personnel in his office and talked with him about 
that. You talked with me about that briefly yesterday and would you 
now tell the committee just what you know about this FBI investiga- 
tion of the Snare people and of this general matter ? 

Mr. Suackuerte. Yes, sir, as you know, we microfilmed the records 
of Frederick Snare, and Mr. Cremer’s records in New York. A por- 
tion of those records were transmitted to the Department of Justice. 

Mr. Brooxs. The question I am asking you, Mr. Shacklette, is, Did 
you authorize and ask and request the FBI to go up there and make 
their later investigation ? 

Mr. Suackterre. No, sir. I transmitted documents to the Criminal 
Division of the Department of Justice. It is the function of the 
Criminal Division to evaluate the information. If they desire the 
FBI to investigate, they request investigation. I assume, sir, that that 
has been done. 

Mr. Brooks. Did you request an investigation ? ' 

Mr. Suackuerre. I transmitted it to the Criminal Division, s1', 
which is, I believe, practically an automatic request, if warranted. 
Mr. Brooks. You transmitted—— 
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Mr. Suackterre. There is no phraseology. I did not say, “I request 
an investigation.” 

Mr. Brooxs. Well, then to try to get this straight: you went up 
there on Mr. Mansure’s authority and microfilmed these records and 
then on your own authority you 

Mr. Suackuette. I discussed it with Mr. Mansure and he instructed 
me to transmit the material to the Department of Justice. 

Mr. Brooks. Then you took these records, you discussed them with 
Mr. Mansure, and then he decided that you should transmit those rec- 
ords to the Criminal Division of what organization ? 

Mr. Suackiette. The Department of Justice. 

Mr. Brooxs. The Department of Justice. 

And you did that ? 

Mr. SHAcKteETTE. Yes,sir. We did not—— 

Mr. Brooks. Now, is that virtually a request for an investigation on 
the part of the FBI? I mean, with your broad background in security 
matters, you would probably be better informed on that than we are. 

Mr. SHackuette. I would say in a good percentage of the cases 
when you transmit it to them, sir, we are asking them to evaluate. 

In other words, I made a determination first that in my opinion there 
was information in those files which should be reviewed by the Crim- 
inal Division of the Department of Justice. It was then up to them 
to decide whether to authorize investigation or not. 

Mr. Brooxs. Do you know whether or not they have acted on your 
preliminary determination that this would bear a thorough sur- 
veillance ? 

Mr. Suacktetre. I understand they have, sir. 

Mr. Brooxs. You understand they have? 

Mr. SHacketre. Yes. 

Mr. Brooks. And they are now making an investigation into it? 

Mr. Suacktetre. Yes. 

Mr. Brooks. Bearing out your original evaluation of these micro- 
film records. 

Mr. SuHacktetre. Yes, sir; but I do not know the extent of the 
investigation. The files that were transmitted to the Department of 
Justice did not bear on this insurance problem. 

Mr. Brooxs. When did you microfilm those records at Frederick 
Snare? 

Mr. Suackietre. August 18. 

Mr. Brooxs. And you have had no further part in it since you sub- 
mitted to the Department of Justice, Criminal Division ? 

Mr. SuHacktette. No, sir. 

Mr. Brooks. If you want to confer with counsel go ahead. 

Mr. Suackterre. I am corrected by Special Agent Aud, who is 
here with me. 

Mr. Brooxs. What is his full name ? 

Mr. Suacktette. William Aud, Special Agent Supervisor, Office 
of Compliance and Security, GSA. He corrected me as to my state- 
ment that they were microfilmed in the period of an hour. 

_ They took a period of days, sir. I don’t think the actual microfilm- 
ing took that long, but there was going back and forth with film. 

Mr. Brooks. You say it took how long? 

Mr. Suackuetrre. Over a period of several days. I do not know 
precisely the elapsed time of the microfilming. 

Mr. Brooks. It took more than several hours? 
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Mr. Suackrette. Well, it is a very rapid process. You have to get 
the files and to get the films and put them in the gadget, and so on. 

Mr. Brooxs. Now, Mr. Shacklette, would you tell this committee, 
since you know we are also interested in this insurance matter and 
others connected with Nicaro, what your own personal evaluation of 
these records was? What was your recommendation ? 

Mr. Suackierre. Of which records ? 

Mr. Brooxs. The records sent to the Criminal Division concerning 
this recommendation that you made that they give a very thorough 
going over and see if it would warrant an FBI investigation : the rec- 
ords that you sent to the Criminal Division of the Department of 
Justice. 

Mr. Suackierre. Well, I wasn’t sure, sir, whether they were or not. 
We don’t attempt to draw a fine line. If we feel that there is room 
for difference of opinion, we send it over to the Criminal Division. In 
this case I wasn’t sure, and I sent it over and they apparently thought 
that it warranted investigation. 

Mr. Brooks. Well, what particular doubts did you have about the 
legality of your insurance operation in Nicaro and maybe some of 
your other operations ? 

Mr. SHackuerre. The files did not pertain to the insurance, sir, 
that were sent to the Criminal Division. 

Mr. Brooxs. They did microfilm the insurance files, though ¢ 

Mr. SHackierre. Yes, sir, we microfilmed the insurance files and 
we have them here for the committee. 

Mr. Brooxs. You looked them all over, but you didn’t think there 
was anything of criminal import in those ? 

Mr. Suackierre. We were doing that for the joint committee, sir. 
Those files have been transmitted to the joint committee. 

Mr. Brooxs. Well, what files did you transmit to the Criminal Divi- 
sion that you thought would bear thorough investigation, Mr. Shack- 
lette ? 

Mr. Smackuertre. Well, they were files which were in an overall 
group of files, but they did not pertain to the insurance program in 
Nicaro. 

Mr. Brooxs. Did they pertain to the formation of this partnership 
down here, this joint venture, this splitting of a million dollar fee to 
do the contract ? 

Mr. SuHackuetre. May I ask our General Counsel, sir, to explain 
my inability to respond to that question ? 

Mr. Brooxs. What is that? 

Mr. Suacktertre. I say, may I ask our General Counsel to explain 
my inability to respond to your question ? 

‘Mr. Brooks. With all that background in security, what do you 
think about it? Then we will ask him what he thinks. I would like 
to have your opinion because you are the man in charge of that. You 
looked at the matters and sent them over there, or Mr. Mansure sent 
them on your recommendation ? 

Mr. Hourzman. Mr. Chairman, may we hear the Counsel’s ex- 
planation and then we can persist. 

Mr. Moss. One point I would like to get clear-—— 

Mr. Brooxs. Mr. Moss. 

Mr. Moss. You were photostating these records at the request of a 
joint committee of the Congress? 
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Mr. Suacktetre. That is correct. 

Mr. Moss. And in the course of your photostating these records you 
came across certain material which in your independent judgment you 
thought should be brought to the attention of the Criminal Division 
of the Department of Justice. 

Mr. SuHackerre. Yes. 

Mr. Moss. Did you also make those photostats available to the 
joint committee ? 

Mr. SuHackerre. No, sir. 

Mr. Moss. You did not? 

Mr. SHackuette. No, sir. 

Mr. Moss. You took it upon yourself, then, to decide that on this 
mission of the Congress there was information that should not be 
made available to them. 

Mr. SuHacktetre. The request of the joint committee, sir, in my opin- 
ion, was confined to an investigation of the insurance program at 
Nicaro. 

Mr. Moss. Were you ordered, then, to go beyond the photostating 
of those pertinent records by someone in General Services / 

Mr. Suack.erre. No, sir; we were not ordered. I will have to ex- 
plain. 

Mr. Moss. You took the liberty, then, of photographing material 
other than that you were directed to photograph by the joint com- 
mittee. 

Mr. Swacktertrte. I can explain it, sir. 

Mr. Moss. If you would. 

Mr. Suacktette. I would. 

Our special agent in New York was instructed to go down to Mr. 
Cremer’s office and photostat or microfilm or rather he was requested 
at first to photostat the material there. He called back and he said 
that Mr. Cremer refused to permit him to remove the documents from 
the office for photostating. I then made arrangements for him to pick 
up a microfilm machine and instructed him to go back to the office and 
tell Mr. Cremer that we didn’t have to take the documents out, that we 
could microfilm them in his presence. 

Mr. Cremer said that he could not object to that, and he turned 
over to our special agent a large group of files which our special agent 
then proceeded to microfilm. 

Mr. Cremer later called up and said they had made a mistake and 
had handed us confidential files which he had not intended to give us. 
It is those confidential files in our possession which we looked over, 
not realizing at first glance that they were in any way distinct from 
the other files, but then we had the information and I saw nothing else 
but to transmit it 

Mr. Moss. Did you take those files from his office or are they still in 
his possession ? 

Mr. Suackterre. We returned them to him. 

Mr. Moss. Were you acting under a subpena—— 

Mr. Suackterre, No. 

Mr. Moss. This was voluntary ? 

Mr. Suackterre. Yes. If you are talking about our doing an in- 
vestigation for the joint committee, it is a type of arrangement where 
we have investigated various matters for committees of the House 
and Senate for, 1 would say, 10 years. 
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Mr. Moss. And customarily when you come across anything that 
seems unusual to you, you withhold it from the Congress’ 

Mr. Suack etre. I was not withholding it from the Congress. 
Mr. Moss. You did not make it available. 

Mr. Suackterte. | did not make it available. 

First, of all, it was not within the field of the material they re- 
quested. 

Mr. Moss. Was it within the field of the material that you had been 
requested to photostat ? 

Mr. Suackuerre. No, sir; and second, sir, I did discuss with Mr. 
— the fact that we had obtained certain information in addition 
to that. 

Mr. Moss. Did you discuss it with the committee ? 

Mr. Suacktettre. No, sir. 

Mr. Moss. You didn’t? 

Mr. Suackierte. No, sir; I never discussed it with the committee. 

Mr. Moss. But you were acting under the request of the committee / 

Mr. Suackuerre. Yes, sir; and the instruction of Mr. Mansure to do 
everything we could to assist the committee in their investigation. 

Mr. Moss. That is all at the moment. 

Mr. Brooks. Now, if you would yield for a moment, Mr. Elliott, 
ou had an answer to this same question and we would appreciate 
earing it. 

Mr. Extiorr. Yes; the point is rather a simple one, Mr. Chairman. 

The material which Mr. Shacklette had he had transmitted to the 
Department of Justice. There is a long line of decisions at the At- 
torney General going back 40 or 50 years and at least 1 circuit court 
case that I can think of and maybe several others which say that when 
an executive agency has transmitted a case to the Department of 
Justice for, or possibly, civil or criminal or what have you, the At- 
torney General then assumes control of the entire thing. The execu- 
tive agency no longer has control. So they are no longer our records, 
sir. We don’t have them. 

Mr. Brooks. We didn’t ask you for them. We understand that. 

Mr. Moss. What is this material concerning the Nicaro plant or 
directly bearing upon this contract or any previous contract in con- 
nection with the Nicaro plant ? 

Mr. Extiorr. I do not know, sir. I have never seen the material 
myself. 

Mr. Moss. I am asking Mr. Shacklette. 

Mr. Suackietre. Yes; I understand that. I am deferring to Gen- 
eral Counsel as to whether the question is proper for me. 

Mr. Moss. I wasn’t asking General Counsel. 

Mr. SuHackuierre. May I ask General Counsel if I may answer that 
question for you? 

Mr. Moss. If General Counsel says that you can’t answer it, I will 
want General Counsel to supply me with specific citations to support 
this. This is a field which I am studying rather carefully and I have 
some doubts as to the applicability of the citations in a question of 
this type. 

How far down the line did we go in submitting this case to the 
Justice Department? I understand Mr. Shacklette did. I didn’t 
know General Services did. 
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Mr. Suackierre. I beg your pardon, sir, I referred it to the De- 
partment of Justice at the instruction of Mr. Mansure, sir. It then was 
the agency action. 

Mr. Moss. Did he review the material ? 

Mr. Suacktetre. No, sir. I told him that the material contained— 
well, it is a very bulky file, sir, about equivalent to the amount that 
I have here in this box. 

He reviewed a few pieces and he said, “If in your judgment it 
should go over there, why, by all means do that.” 

Mr. Brooxs. Now, did you decide you were going to answer Mr. 
Moss’ question as to whether this material included data on the Nicaro 
project, the construction of it or other phases of it ? 

Mr. Smacketre. As far as I am concerned, I would be perfectly 
happy to answer it. My only doubt is if I am to reveal here the entire 
contents of the memorandum by questioning. 

Mr. Brooxs. That wasn’t the question asked you, to recite from 
memory the contents. 

Mr. SwHackterre. Or anything about it. 

Mr. Moss. Mr. Shacklette, I asked you only if it referred to the 
Nicaro plant. I didn’t ask you the nature of the material. I am not 
at the moment interested in the nature of the material. I am in- 
terested in whether or not it was in connection with the Nicaro plant. 

Mr. SuackietTe. May I ask General Counsel if I may answer 
that ? 

Mr. Moss. Well, I am not going to deny you the right of counsel. 

Mr. Suackterre. All right, sir, yes, it pertained to Nicaro. 

Mr. Moss. That is all. 

Mr. Brooxs. What I would like to know, Mr. Shacklette, is when 
did you take those records that you referred to over to the Department 
of Justice ? 

Mr. Suackuette. They were transmitted to the Department of 
Justice on October 4, I believe, sir. 

Mr. Brooks. And you microfilmed those records at the same time 
you microfilmed the other records ? 

Mr. Suacktette. They were all microfilmed on August 18, 19, or 
20, some time in there. 

Mr. Brooks. Thank you. Now Mr. Hardy, you had a question. 

Mr. }larpy. Yes, Mr. Chairman. 

In the course of your microfilming of documents in the office of 
Snare-Merritt for the Committee on Defense Production—I believe 
that is what it was? 

Mr. Suackuerre. Yes, sir, Joint Senate-House Committee on De- 
fense Production. 

Mr. Harpy. Did you in connection with that or in any other con- 
nection obtain any information concerning the construction contract 
for the expansion program ? 

Mr. Suackterre. I am sorry, sir, I didn’t quite follow. Could that 
be repeated ? 

Mr. Harpy. In the course of your investigation for the Committee 
on Defense Production—I call your attention there—Mr. Chairman, 
I will try to rephrase it. I call your attention to the fact that this 
committee in this particular investigation is concerned with two par- 
ticular circumstances involving the Nicaro plant. One of them has 
to do with insurance and the other has to do with construction of the 
expansion. 
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Now, in the course of your investigation of the documents and so 
forth in Snare-Merritt for the Committee on Defense Production, did 
there come to your attention any information or data that related to 
the construction of these expansion facilities ? 

Mr. Suackierre. No, sir; with the exception of the files that we 
transmitted to the Department of Justice. 

Mr. Harpy. That is all right, Mr. Chairman. 

Mr. Brooks. Mr. Shacklette, did you microfilm the insurance files 
of Balmer & Moore and submit that to the Department of Justice? 

Mr. Suackterte. I beg your pardon, sir ? 

Mr. Brooxs. Have you microfilmed the files of the Balmer and 
Moore activities in regard to this insurance and submitted that to the 
Department of Justice ? 

Mr. Suackterre. Technically, no, sir; we did not microfilm them. 
We photostated them. 

Mr. Brooxs. You photostated them ? 

Mr. Suacktette. Yes; I call your attention to the fact that the 
subpena says microfilms. We don’t stand on any technicality. We 
have the photostats here to give to the committee. We did photostat 
the Balmer & Moore records, sir. 

Mr. Brooxs. And did you consider them and look them over your- 
self? 

Mr. Smackierre, No, sir, I have not looked over the Balmer & 
Moore file in detail. 

Mr. Brooxs. You did not consider sending them to the Criminal 
Division of the Department of Justice 

Mr. Suackietre. Their file referred only to insurance, sir. 

Mr. Brooks. Well, you could send insurance files over there, too, 
couldn’t you? 

Mr. Suackterre. If there was any information in it that in my 
judgement warranted it. 

Mr. Brooks. But you havn’t looked it over so you wouldn’t know 
would you? You said you hadn’t looked it over. 

Mr, Suack.erre. No, sir. What I did, sir, was we photostated the 
whole file and it came here, sir. 

Mr. Brooks. Right. 

Mr. SHacktette. Now, I am not sure whether I have read every 
single piece of paper in that file or not. Some of those documents 
were excerpted and made part of a summary report of investigation. 
I have read those. 

Mr. Brooks. Some of those 

Mr. Swacktetrr. A summary report of investigation. 

Mr. Brooks. What did you do with the summary report of investi- 
gation ? 

Mr. Suacktetrre. The summary report of investigation was trans- 
mitted to the joint committee. 

Mr. Brooks. Did you develop a file on this committee ? 

Mr. SHacktetre. On which committee, sir? 

Mr. Brooks. This particular subcommittee. 

Mr. SHacktertre. No. 

Mr. Brooks. Did you develop a file on any of the staff members of 
this particular subcommittee ? 

Mr. Suackierre. No. 

Mr. Brooks. I have no further questions. 

Mr. Younger, did you have any questions of Mr. Shacklette ? 
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Mr. Youncrer. No. 

Mr. Brooks. Mr. Hardy. 

Mr. Harpy. In connection with the photostats of the Balmer & 
Moore insurance files, I call your attention to a question raised earlier 
by Mr. Brooks. I think he asked you if you had any file on Mr. 
Balmer. : 

Mr. SHACKLETTE. Yes, sir. 

Mr. ilarpy. And my recollection is that your a 
nection with the insurance. 

Mr. Su ACKLETTE. That is correct, sir. 

ir. Ha wDY. Do ye \ t file of ano ner vy} »ot Mr. Balmer ? 

Mr. SuHackietre. | will have to storv on this one. In 
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r. That information was trans- 
nitted to the De partment of Justice who authorized investigation by 
Federal Bureau of Investigation, and that material then is the 
ase Which you have heard discussed here by Mr. Balm 
Mr. Younger. What year was that ? 
Mr. Suackxierre. That was 10 years ago, 1946, where we came across 
‘original information which snowballed. 
Mr. Younger. Which at that time you referred to the 
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of Justice ¢ 


Mr. Suackierre. That is right. I was not the head of the Division 
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that time, i had done the original was in charge ot the group 
at did the original work. 

Mr. Younaer. As far as you know, there was no action taken by the 
Department of Justice at that time ¢ 

Mr. Suackierre. May I answer 

Mr. Younerer. J say at Li 1! 046 when you submit 

formation, the Department of Justice took no action against 
Balmer ? 

Mr. Suackierre. We receive notification of what happens to in- 
vestigator files which we have transmitted to the Department of Jus- 
tice and if my memory serves me right in this particular instance, 
sir, a question arose as to jurisdiction between two or more United 
States attorneys because of the action having taken place over a large 
area. 
| believe that the criminal cases were never pressed, but I am not 
sure of that. You could get that information from the Department 
of Justice. More lately that material moved over to the Civil Division. 

Mr. Younger. And there was a case filed by the Department of 
Justice since January 20, 1953 ¢ 

Mr. Suackterre. I am not sure of the date, sir. 

Mr. Youncer. Well, it is since that time? 

Mr. SHackuerre. Yes, sir. 

Mr. Harpy. That is all. That is not the type of file. I merely 
wanted to complete his original answer. 

Now, Mr. Shacklette, our chairman asked you if you had any file 
on the staff of this committee. Were you aware of the clearance of 
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Mr. McDaniel to go down to Cuba? 

Mr. SuHacxtette. No, sir. 

Mr. Harpy. You were not familiar with his clearance ? 

Mr. Suackterre. Not by name, sir. We request clearances. I am 
not aware of any individual having been denied a clearance to go to 
Cuba. I would have to check that. It is a routine check to determine 
who goes down to Cuba. The situation is a little complex down there. 

Mr. Harpy. Specifically can you tell the committee on what date 
you forwarded the files referred to a moment ago to the Department 
of Justice? 

Mr. Suackietre. Which files, sir ? 

Mr. Harpy. Not the Balmer file. I am talking about the files on 
Nicaro. 

Mr. Suackterre. October 4. 

Mr. Harpy. October 4, 1955? 

Mr. SHACKLETTE. Yes. 

Mr. Brooks. When did you poctontat the Balmer & Moore insur- 
ance file that you mentioned, sir 

Mr. Suackuerre. We made a simultaneous approach in New York, 
Chicago, and Philadelphia, sir, so it was the 18th. I believe we got 
them each place at the same time. However, as I explained, in New 
York they were voluminous and we had to continue over Monday. 
We were not as familiar then as we are now with what we were in- 
vestigating, and we didn’t obtain any file from Philadelphia. I didn’t 
know what the situation was as to that reinsurance. So we went 
there, but we got nothing. 

Mr. Brooks. Do I take it then that you photostated the Balmer & 
Moore files about August 18, 1955? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Brooks. You brought this material. It is going to be available 
to the staff for a day or two. 

Mr. SuHacketre. You are welcome to them. However, in this box 
I only have the microfilms. We also have in this room, and if you 
request this you may have them, two additional things, the files photo- 
stated in Chicago and a copy of our summary report of investigation. 
You can have either of those. 

Mr. Brooks. That would be very kind if you would submit those. 
You can submit the photostats to us and the other things and you can 
leave the microfilms here. 

Mr. Suacktetre. We have them here. 

Mr. Brooks. You have the photostats with you ? 

Mr. SuHacktette. Yes; they are here. I will have them brought up 
in a minute. 

Mr. Brooxs. Thank you very much for being down here. 

Would Mr. Arnold come forward? We have a few questions of 
him and then we will be through. 

me. Arnold, would you please raise your right hand and be sworn, 
sir ? 

Do you swear the testimony you are about to give before this sub- 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Arnoxp. I do. 

Mr. Brooxs. Would you please be seated, sir? 
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TESTIMONY OF GEORGE A. ARNOLD, EMPLOYEE OF 
SNARE-MERRITT 


Mr. Brooxs. Would you give the committee your name and your 
position at the GSA ? 

Mr. Arnotp. My name is George A. Arnold. 

Mr. Brooxs. And what is your capacity at the GSA ? 

Mr. Arnotp. I am not employed by GSA. 

Mr. Brooxs. Would you state by whom you are employed ¢ 

Mr. Arnotp. Snare-Merritt. 

Mr. Brooks. In what capacity ? 

Mr. Arnotp. I am here in Washington to obtain as much surplus 
equipment as I possibly can that can be used in the expansion work in 
Nicaro. I am here to obtain that material from the Army, the Air 
Force, Government agencies, Atomic Energy, Federal Supply. They 
have procured over $2,100,000 of equipment and material at a cost of 
about $500,000. 

Mr. Harpy. You are doing all right. Maybe we ought to have a 
look-see at where they have been selling this stuff, Mr. Chairman. 

Mr. Brooxs. Did anyone tell you to ave Washington or to get sick 
on January 6, 1956 ? 

Mr. Arnotp. No, sir. 

Mr. Brooks. What have your movements been here since that time? 

Mr. Arnoxp. I have been in Washington. 

Mr. Brooks. You live here ? 

Mr. Arnoxp. Yes. 

Mr. Brooks. Do you know Mr. William J. Balmer? 

Mr. Arnoxp. No, sir. 

Mr. Brooxs. What do you do with these lists of surplus properties 
you workup? Do you submit them to Mr. Pinkley? 

Mr. Arnotp. No, I find out what is available. 

Mr. Brooxs. And you make it into lists? 

Mr. Arnotp. Then I list it and submit it to GSA. 

Mr. Brooxs. To whom? 

Mr. Arnoip. To the General Services Administration. 

Mr. Brooks. To what individual in the GSA do you submit this list? 

Mr. Arnoxp. Yes, then they prepare requisitions. 

Mr. Brooks. Pardon me. You make up the list of surplus items 
you think would be useful and then you submit that to the GSA, and 
to what individual at GSA do you hand this list ? 

Mr. Arnotp. I submit that to Mr. Harrison. 

Mr. Brooks. Mr. Harrison in Mr. Pinkley’s office ? 

Mr. Arnoxp. Yes. 

Mr. Brooxs. And do you have an office down there at the GSA ? 

Mr. Arnotp. No, sir. 

Mr. Brooks. Do you have a desk at the GSA where you can work 
on your business ? 

Mr. Arnoip. They give me a desk. While I am there I work at this 
particular desk. 

Mr. Brooks. That is generally what you do with those lists? 

Mr. Arnon. Yes. 

Mr. Brooks. That is the last you see of them? 

Mr. Arnoip. Those items I think should be inspected—are inspected 
by Snare-Merritt before the requisition is written by General Services 
Administration and then they are billed to Snare-Merritt. 
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Mr. Brooxs. Well, I want to thank you and see if the other commit- 


tee members have any questions of you, Mr. Arnold. 
Mr. Hardy? 
Mr. Harpy. Do you know Mr. Mike Shafer? 
Mr. Arnotp. No; I never saw him until the hearing here yesterday. 
Mr. Harpy. Did you get properly introduced at that time? 
Mr. Arnotp. No, sir. 
Mr. Harpy. All right. 
Mr. Brooxs. Mr. Younger, do you have any questions of Mr. 
Arnold? 
Mr. Youncer. None at all. 
Mr. Brooks. Mr. Moss? 
Mr. Moss. No question. 
Mr. Brooxs. Mr. Arnold, we want to thank you for being down 
here. We appreciate your cooperation and your courtesy. 
(The material furnished for the record by the staff is as follows:) 
JANUARY 16, 1956. 
Received the following documents from Mr. Erwin Shafer, Balmer & Moore 
Insurance Agency, this date, in response to subpena to appear before the Special 
Government Activities Subcommittee, suite 1501, House Office Building, Janu- 
ary 16, 1956: 
January 9, 1956: Invoice from Seaboard Surety Co. 
January 10, 1956: Doc. BMNY-131 
January 11, 1956: Doe. BM N Y-132 
January 6, 1956: Copy of letter, North America’s Co. to McBride. 
June 24, 1955: Doce. 55- 12 26S. to Me. 
June 21,1955: Doc. 55-2382 Mc. to 8. 
June 9,1955: Self-insuring folder identified 78a through 78-3. 
June 6, 1955: Malpractice 77—-a through 77-c. 
June 2, 1955: Procedure for reporting payroll 76-a through 76—m. 
July 11, 1955: 7O-A through 70-B. 
July 6, 1955: Docs. 64 through 67. 
July 13,1955: Does. 52, 53, 54 A through D. 
June 2, 1955: Docs. 50 A through B, 51 A through C. 
May 19, 1955: 
Docs. 41, 42, 43, 44. 
Docs. 37 and 36 a through c. 
Docs. 35 A, B. 
Docs. 33 a, b, ¢, d. 
Doce. 82. 
Doc. 18. 
Docs. 1, 2, 3, 7a, 7b, 8a, 8b, 10, 20, 22, 24, 25, 26, 31a, 31b, 69, 62, 59, 60-A 
through B, 45, 34, 11a, 11b, C-1, C-—2, 11d, 11e, 11f, 11g, 11h, 11i, 11), 11k, 
111, 11m, 11n, 11o, 11p, 11q, 1ir, 12a through 12w, 18a through 13t, 14a 
through 14f, 15 9a through 15¢c, 17a through 17e, 38, 68a through 68c, 71a 
through 7le, 72, 73a through 73d, 74a through 74j, 75a through 75e, Sla 
through 81c, 82a through 82¢, 84a through 84c, 85a through 85e, 86a through 
86b, 88a through 88g, 4a through 4b, 5, 6a through 6b, 9a through 9b, 16, 
19, 21a through 21c, 23a through 23c, 28 
Docs. 27, 29, 30a through 30b, 39a through 39e, 55a through 55b, 56, 57a through 
57g, 58a through 58g, 6la through 61b, 63a through 63b, 79, 88a through 838g, 
87a through 87¢ 
55-2101, 2571, 55-131, 2459, 124, 2379, S/M June 21, 1955, 2632 
Opinion July 8, 2532, 104, 2024, May 19, 1955, Shafer to McB., 1954, Opinion 
May 13, 1955 
Minutes of conference held May 3 (2 cyps.) 
Copy GSA letter to Wildner 
Borker’s letter of record 
S/M May 17, 1955, to B/M 
S/M August 10, 1955, to National Lead (copy) 
S/M to S/M Cuba, June 10, 1955 (copy) 
La Alianza letter March 3, 1955 (copy), also translation 
Copy December 29, 1954, No. 54-5245 
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La A Proposal for Workmen’s Comp. dated February 3, 1955 (copy) 

Copy re bid primary commercial blanket bond January 30, 1955 

BMNY-117 and 118 

55-141 

Copy GSA letter to Wildner April 15, 1955 

55-882 February 24, 1955 

Pro-Forma Comprehensive General Liability Inception April 30, 1955, La Alianza 
(English and Spanish ) 

Pro-Forma Cash in Transit La Al Inception April 30, 1955 

Copy Draft bond from G. F. Kohly 

55-3954, BMNY-122, S/M to B/M October 6, 1955, Notes on Ins. conference Sep- 
tember 7, 1955, dated October 5, 1955 

55-144, 3628, S/M copy to B/M June 9, BMNY 121, McB. to Lago September 20, 
1955, MeB to Suarez September 9, 1955, S/M to B/M September 8, 1955 

55-8516, 142, BMNY112-113 and copy of Kohly indorsement April 30, 1955 

BMN Y-123, 55-148, S/M to B/M, October 6, 1955 

B/M invoice to S/M 

BMNY-120, 119, S/M to B/M August 31, 1955, B/M to McB. August 31, 1955, 
55-3356, 4158, B/M from 8/M October 24, 1955, and October 17, 1955 

October 25, 1955, copy Batet to Ritter (copy) 

October 25, Batet to Ritter (copy) 

McB. to Lago November 4, 1955 (copy ) 

BMNY 125 and photostats Traveler’s Co. 

S/M to B/M November 8, 1955 

55-146, 145 

S/M to B/M, October 28, 1955 

55-4361, BMNY-126 and 127 

55-4496 

S/M to New York Compensation Insurance Rating Board November 14, 1955 

S/M to Lago November 11, 1955, copy 

55-149 and 148 

S/M to B/M re N. Y. State Disability Bond (2 copies) 

December 29, 1954, 54-5245 

Nicaro Nickel Plant Expansion 

Insurance requirements for prime and subcontractors 

Copy of letter from S/M re bidding 

BMNY-124 

BM to S/M April 28, 1955 

S/M to B/M May 17, 1955 

5D-H129 

SM December 16, 1955 

SM to National Lead December 13 

55-003 

BMNY-130; 55-151; S/M to National Lead December 7, 1955, and December 2, 
1955, BMNY-129: S/M to B/M November 30, 1955; 55-4538; copy La A to 
S/M November 29, 1955, BMNY-128; notes on conference held November 29, 
1955 

VERNON McDANIEL, Staff Director. 

Mr. Brooks. We will recess until the call of the Chair. 


(Whereupon, at 5:35 p. m., the subcommittee adjourned, subject to 
the call of the Chair. ) 
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INQUIRY INTO THE EXPANSION AND OPERATION BY 
GENERAL SERVICES ADMINISTRATION OF THE GOV- 
ERNMENT NICKEL PLANT AT NICARO, CUBA 


THURSDAY, FEBRUARY 16, 1956 


House or REPRESENTATIVES, 
SpecraL GOVERNMENT Activities SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2 p. m. in room 1501, 
House Office Building, Hon. Jack Brooks (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Brooks, Hardy, Moss, Reuss, Younger, 
and Krueger. 

Mr. Brooxs. Gentlemen, a quorum being present, we will call the 
subcommittee back into session, on the Nicaro nickel project, the $43 
oe expansion program of the United States Government’s project 
in Cuba. 

The first witness we have called back this afternoon is Mr. Randall 
Cremer, and with a quorum being present, I see no reason why we 
should not proceed at this point. 

Mr. Cremer, would you come and be seated, sir ? 

I think your oath taken previously before the committee will be in 
effect now. Your testimony will be under oath, under process for- 
warded to you by this committee. 

Give your name and address to the reporter. 


FURTHER TESTIMONY OF RANDALL CREMER, EXECUTIVE VICE 
PRESIDENT, FREDERICK SNARE CORP., AND PROJECT MANAGER, 
SNARE-MERRITT 


Mr. Cremer. Randall Cremer, executive vice president of the Fred- 
erick Snare Corp.; project manager of Snare-Merritt, joint venture. 

Mr. Brooxs. Mr. Cremer, we would like to go over, first, some 
points about the insurance, proposed insurance, problems that have 
come up in this hearing. 

( Discussion off the record.) 

Mr. Brooks. Mr. Cremer, we are going to try and clear up some 
matters about the insurance, first, and then a few matters about Mr. 
Luther. Then the microfilms, and some other matters, and I thought 
at this point we would start with the insurance questions, 

The first question is, when was the first time that Mr. Mansure 
| mentioned the subject of insurance to you regarding this expansion 
program ? 
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Mr. Cremer. May 24, 1954. 

Mr. Brooks. What did Mr. Mansure say at this time ? 

Mr. Cremer. He said he would like to see the contract or deal with 
suppliers from other parts of the country than New York and the 
East. He thought the Middle West was in the United States and 
thought they ought to be considered, and the same thing goes for 
Insurance and bond. | 

Mr. Brooks. To what type of insurance did he refer, specifically ? 

Mr. Cremer. He didn’t state, but I assumed he was talking about 
the insurance such as we ordinarily carry on a construction job. Sev- 
eral different kinds, but the main item, of course, is the compensation 
insurance. 

Mr. Brooks. Do you think he also included the word “bonds”? 

Mr. Cremer. He mentioned bond, singular. 

Mr. Brooks. Would that be a performance bond ? 

Mr. Cremer. Yes, sir. 

Mr. Brooks. When was the next occasion that Mr. Mansure men- 
tioned the subject of insurance to you ? 

Mr. Cremer. It was June 15. 

Mr. Brooks. June 15 of what ? 

Mr. Cremer. 1954. 

Mr. Brooks. And did he go into the same general details about 
being interested in the Midwest, and that they should get business in- 
stead of the east coast, and so forth ? 

Mr. Cremer. It was quite the same line. I think he added a couple 
of things to it; nothing of any importance. But it was put in a 
different way, very much the same subject matter. 

Mr. Brooks. Now, after this June 1954 conversation, when and 
where did you next discuss insurance with Mr. Mansure ? 

Mr. Cremer. July 16, 1954, in Mr. Mansure’s office. 

Mr. Brooks. Well, now, this is the conversation to which you pre- 
viously testified ? 

Mr. Cremer. Yes. 

Mr. Brooxs. And did you note that Mr. Mansure testified before 
this subcommittee under oath that it was in the fall of 1954 when he 
first mentioned Mr. Balmer to you in connection with the insurance 
brokerage ? 

Mr. Cremer. I noticed that, ves. 

Mr. Brooks. Do you still adhere to your former testimony on this 
point ? 

Mr. Cremer. Yes, sir. 

Mr. Brooks. At the time Mr. Mansure suggested the name of Mr. 
Balmer in reference to the brokerage, did he say whether or not Mr. 
Balmer was in the insurance business ? 

Mr. Cremer. Yes, he did. He said that Mr. Balmer was in the in- 
surance business, and he would be a good man to go to. 

Mr. Brooxs. On these three occasions, when the subject of insur- 
ance was mentioned, had Mr. Mansure given you reason to believe 
that Frederick Snare was to be the leader on the construction program, 
and that you were personally to run the job? 

Mr. Cremer. I am not quite clear. Did you make that apply to all 
three of these occasions, or just the last one? 

Mr. Brooxs. We can make it apply to all three, or we can make it 
apply to the last one. That was on July 16. At that meeting, did he 
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give you reason to believe that Frederick Snare would be leader in the 
construction and that you, personally, would run the job? 

Mr. Cremer. Yes, that is right. 

Mr. Brooks. After July 16, 1954, did you ever again discuss in- 
surance with Mr. Mansure? 

Mr. Cremer. I don’t believe so. I don’t recall any instance. 

Mr. Brooks. I have here, Mr. Cremer, a memorandum dated Au- 
gust 5, 1954, from you to a Mr. Gamba, your vice president, I believe. 
in Cuba. I believe you have been furnished a copy of that memo- 
randum, and in the second paragraph you state, and I quote: 


I think at this end they will be more interested in picking the broker. 


Are you familiar with that document? Let me show it to you. 

Mr. Cremer. I believe I have a copy of it; yes. 

Mr. Brooxs. My question is: Do you mean by this that an Ameri- 
can broker would likely be picked ? 

Mr. Cremer. Which paragraph ? 

Mr. Brooks. The second paragraph, sir. 

Mr. Cremer. As to the choice between Fianzas and Alianza? 

Mr. Brooks. Yes; and your conclusion was at this end they would 
be more interested in picking the broker. My question is, Did you 
mean that an American broker would likely be picked 4 

Mr. Cremer. I think this had more a reference to our joint venturer. 

Mr. Brooks. Rather than to an insurance broker ? 

Mr. Cremer. And the interest of the joint venturer in selecting an 
insurance company and a broker. I did not think that our partner 
in this venture would care much about where the insurance was 
placed, but they would care about the broker. 

Mr. Brooks. That is right, but now, did you mean that they would 
be picking an American broker ? 

Mr. Cremer. Well, of course, they couldn’t pick a Cuban broker— 
anything but a Cuban broker for Cuba. So the only thing left is an 
American for the American end, in the United States. 

Mr. Brooks. Did Mr. Mansure’s suggestion of Mr. Balmer as the 
broker have anything to do with your making this statement ? 

Mr. Cremer. No; I don’t think there was any connection. 

Mr. Brooks. I see. 

Well, I wonder if Mr. Mansure had not suggested Mr. Balmer as 
broker, would you have appointed Balmer & Moore as the broker for 
this expansion insurance ? 

Mr. Cremer. No. 

Mr. Brooks. This memorandum here is dated December 28, 1954, 
from Mr. McBride of the Ultramar Inter-American Corp., princi- 
pally owned by Godoy-Sayan, to Mr. Corrujo of La Alianza, which is 
owned by Godoy-Sayan. 

This memorandum, I think you may have seen, and you may have 
acopy there. If not, you might want to look at this one. 

Now, this memorandum states that Mr. Shafer, in a telephone con- 
versation with Ultramar, had informed them that Balmer & Moore 
had a verbal commitment from Frederick Snare Corp. that Balmer 
& Moore would be the insurance brokers of the Nicaro expansion 
project. 

Mr. Shafer wanted to know what the brokerage commission would 
be on the workmen’s compensation and other types of insurance and 
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whether a contingent commission arrangement above the standard 
commission could be made. 

Now, in a postscript, Mr. McBride states: 

I am told that Mr. Balmer personally made a trip to New York and Washing- 
ton in connection with the insurance of this project and is understood to have 
received assurances that they are to be named brokers from the important 
sources contacted. 

Now, Mr. Cremer, this contingent commission was further discussed 
in a letter dated January 20, 1955, which appears on page 731 of the 
transcript, and again in a January 26, 1955, letter appearing on page 
733 of the transcript, and in a document dated February 3, 1955, ap- 
pearing on pages 749 and 750 of the transcript, the contingent com- 
mission agreement was formally reduced to writing, and [ just won- 
dered if this was in substance a normal arrangement. 

Mr. Cremer. We have never had such an arrangement as that be- 
fore, we were not aware of it at the time. We learned it only from 
the transcript of testimony of this committee. 

Mr. Brooks. I have here a memorandum dated October 11, 1954. 
It is to you from Mr. Gamba. In the next to the last paragraph—may 
Ihave that other back? Thank you. 

In the next to the last paragraph of that statement it says: 

I have already written to you that our Cuban broker, Porfirio Franka would 
be only too glad to split the commission with an American broker in whatever 
proportion you may suggest. 

Mr. Cremer. I find it hard to read this copy. It is quite illegible. 

Mr. Brooks. Let me read this. Now, this language suggests that 
you had previously informed Mr. Gamba that an American broker 
would be likely to participate in the brokerage of the expansion in- 
surance. Now, is that substantially true? 

Mr. Cremer. That is correct. 

Mr. Brooxs. Was Mr. Balmer the American broker you had in 
mind ? 

Mr. Cremer. Yes. 

Mr. Brooxs. When did you first mention to Mr. Gamba the par- 
ticipation of an American broker ? 

Mr. Cremer. I think it must have been something like the Ist of 
August ; somewhere around there. 

Mr. Brooks. The 1st of August? 

Mr. Cremer. 1954; yes. 

Mr. Brooxs. On what date did Mr. Shafer of Balmer & Moore first 
come to your office ? 

Mr. Cremer. January 21, 1955. 

Mr. Brooks. Did you know at that time that Balmer & Moore 
had made arrangements to receive contingent commissions from 
Godoy-Sayan ? 

Mr. Cremer. No. 

Mr. Brooks. If you had known about these contingent fees, would 
you have raised any objections? 

Mr. Cremer. Most assuredly. 

Mr. Brooks. Could you give me a short statement as to why it would 
have been an objectionable feature of this arrangement ? 

Mr. Cremer. I am sure we would have felt it was objectionable from 
our standpoint, and the standpoint of the Government, because it 
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places the broker in a dual capacity where he owes allegiance to the 
insured, who is giving him the assignment as broker, but also he has 
a divided allegiance, because he is more interested in what he is going 
to get out of the insurance company on his contingent basis. 

He has a divided interest there. There is a decided conflict of 
interest. 

Mr. Brooxs. Now, regarding this January 21, 1955, visit by Shafer 
of Balmer & Moore, whom did he say sent him to see you ? 

Mr. Cremer. He didn’t say anyone had sent him. 

Mr. Brooks. He did not say that he was with Mr. Balmer and that 
Mr. Balmer had suggesied that he come by ? 

Mr. Cremer. No. He simply showed me his card which read “Bal- 
mer & Moore, Insurance Agents,” and the address, and I asked him 
“Oh, is this Bill Balmer?” and he said, “Yes.” 

Mr. Brooks. And you recall that this was apparently the same Mr. 
Balmer as the person suggested by Mr. Mansure ? 

Mr. Cremer. Yes. 

Mr. Brooxs. Now, Mr. Cremer, in describing Mr. Shafer’s visit to 
your office January 21, you testified as follows on page 96 of the 
transeript : 

He called at my office, showed me his card and said he would like to get the 
brokers matters settled and signed up. 

Mr. Shafer, in describing this same visit, testified as follows on page 
588 of the transcript : 

I simply went in and represented myself as being somebody who could do 
a job and a good one, for this firm. He asked me in what way I thought I 
could do a good job, and I told him I thought the only way I could prove I 
could do a good job was if the people we represented came in with the low bid. 

Now, Mr. Cremer, did you have such a discussion as testified to by 
Mr. Shafer ? 

Mr. Cremer. No, sir. 

Mr. Brooxs. Was there a tacit understanding as far as you were 
concerned that Balmer would participate in the brokerage? 

Mr. Cremer. Yes. I think that was assumed by both of us. That 
was taken for granted. 

Mr. Brooks. Then it is your testimony that there was no need for 
this alleged solicitation by Mr. Shafer, and that, in fact, there was no 
such solicitation ? 

Mr. Cremer. There was not. 

Mr. Brooks. On page 685 of the transcript, Mr. Balmer testified —— 

Mr. Harpy. May I ask a question there ? 

Mr. Brooks. Yes, sir, Mr. Hardy. 

Mr. Harpy. I understand now that you had no intimation at all that 
Mr. Shafer’s visit was for the purpose of soliciting business ? 

Mr. Cremer. No. There was nothing to indicate that. 

Mr. Brooxs. On page 685 of the transcript, Mr. Balmer testified 
that Balmer & Moore’s designation as broker was contingent upon the 
low bid being submitted by the insurance carrier which Balmer & 
Moore represented. ae 

Now, my question, Mr. Cremer, is, did you have such a conditional 
agreement with Balmer & Moore? 

Mr. Cremer. No. Nothing of that sort was said to me, and if it 
had been, I would have questioned it immediately, because it brought 
in the question of a contingent fee. 
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The insurance company had nothing to do with this question. 
That was to be decided by bids, and entirely apart; that is, an entirely 
separate question. 

Mr. Brooks. Well, then, as far as you were concerned, Balmer & 
Moore would be designated as broker, regardless of who the low bid- 
der was? 

Mr. Cremer. That is correct. 

Mr. Harpy. Now, the broker—who makes the selection of the broker? 

Mr. Cremer. We stipulated in the invitation to bid that Snare- 
Merritt would reserve the right to select the broker or brokers. 

Mr. Harpy. So the selection of the broker had no bearing on who 
would be awarded the insurance contract ¢ 

Mr. Cremer. None whatsoever. 

Mr. Brooks. I believe you testified that on January 21, the date 
of Mr. Shafer’s visit, you made an appointment for him with Mr. 
Schott, of Merritt-Chapman & Scott. 

Mr. Cremer. That is right. 

Mr. Brooks. And when did you next hear from Mr. Shafer ? 

Mr. Cremer. That same afternoon Mr. Shafer had gone up to see 
Mr. Schott. After his brief interview he called me up and told me 
about it. 

Mr. Brooxs. What was the essence of this interview with Mr. 
Schott ? 

Mr. Cremer. Simply that it had not been very satisfactory. Schott 
had to get off somewhere else and gave him only a few minutes. So 
they actually accomplished very little. 

Mr. Brooxs. Now after this January 21 phone call, did you ever 
see Mr. Shafer again, in person ? 

Mr. Cremer. Yes. 

Mr. Brooxs. Do you recall when? 

Mr. Cremer. I saw him on February 23. 

Mr. Brooks. Of 1955? 

Mr. Cremer. Yes. 

Mr. Brooxs. What did you discuss on that particular occasion ? 

Mr. Cremer. At the time we were holding a meeting in the Snare- 
Merritt office, going over the insurance matter. Bids had been re- 
ceived shortly prior to that, and we were holding a hearing with two 

main contenders, the Fianzas and Alianza. Mr. Shafer sent his card 
in, and I didn’t pay any attention to it until he became very insistent. 
So I went out to see him in the hall, and he expected to come into the 
meeting. It was hard to persuade him that he didn’t have any right 
there. 

Mr. Brooks. Did you allow him to come in ? 

Mr. Cremer. No. 

Mr. Brooks. Did you see Mr. Shafer again ? 

Mr. Cremer. I saw him once after that. I saw him about the end 
of August of that same year—1955. 

Mr. Brooks. His visit then was for what purpose, as you recall! 

Mr. Cremer. He stated that he wanted to know—Mr. Balmer had 
asked him to come in, and he wanted to know from me whether it had 
been Mr. Balmer who had suggested that we retain a Cuban broker. 

I told him no, that Mr. Balmer had agreed when I explained w!iy 
we needed a Cuban broker, but that was all. 
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Mr. Brooks. Now, you testified just a moment ago that on January 
21 you had a visit from Mr. Shafer, that you sent him to see Mr. Schott 
and he called you back on January 21 of 1955. 

Mr. Cremer. Yes. 

Mr. Brooxs. Did Mr. Shafer ever later call you on the phone on 
February 21 ? 

Mr. Cremer. Yes; he did. 

Mr. Brooks. Do you recall the essence of that conversation ? 

Mr. Cremer. He told me that Merritt-Chapman had agreed to go 
along. So we were all set. 

Mr. Brooks. Go along with what? 

Mr. Cremer. Go along with utilizing them as brokers. 

Mr. Brooxs. When did Mr. Balmer first have any communication 
with you, sir? 

Mr. Cremer. He called me that same afternoon. 

Mr. Brooks. February 21 of 1955? 

Mr. Cremer. Yes. 

Mr. Brooxs. Would you give us the essence of that conversation ? 

Mr. Cremer. Mr. Balmer told me that he had just been listening 
to an account from Shafer of his interview with me, and he didn’t 
like it. 

Mr. Brooks. He didn’t like it ? 

Mr. Cremer. He didn’t like it, that is right. 

The conversation with Mr. Shafer over the phone—this is February 
21 you are speaking of 

Mr. Brooks. Yes, sir. 

Mr. Cremer. He told me that Merritt-Chapman would go along. I 
had told him the only question to be decided then was the matter of 
the Cuban broker. Of course we have to have a Cuban broker in 
this operation, and he has to be the broker of record. It was our inten- 
tion to pay each one of the two brokers 50 percent of the brokerage 
fee. He had said “That is very unsatisfactory, we can’t accept that.” 

He said “that is contrary to the agreement.” 

‘ ji asked him “What agreement? I made no agreement with any- 
ody. 


He didn’t answer that. But he said he would have to tell Mr. Balmer 
about this. 

I said “That is a very good idea, and I would like to have Mr. 
Balmer come down here and talk this over with me.” 

So when Mr. Balmer called up, he said he was very much displeased 
at what he had heard, and they could not consider it. 

I simply repeated to him what I had said to Mr. Shafer—that I 
would like to see him, so we could sit down and talk this thing over 
together. 

Mr. Brooxs. When did you next hear from Mr. Balmer? 

Mr. Cremer. On February 28. 

Mr. Brooks. And what did you discuss on that occasion, sir ? 

Mr. Cremer. He called me from Chicago and wanted to make an 
appointment. So we made one for the following day at 3 o’clock. 
art eROnEA. Then he did come to your office on the next day, 
March 1? 


Mr. Cremer. He called on March 1. 
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Mr. Brooks. On page 685 of the transcript Mr. Balmer described 
this visit as follows: 

He— 
meaning you— 
said “What the hell right do you think you have to get this business?” I said 
“The same right that he had to get this contract. We were soliciting it.” 

I said “The only thing we will ask you is if our agent and our man that is 
handling this matter, Mr. Shafer, is able to come in with a company with a 
lower bid or better bid than anybody else, would you consider us as brokers?” 

He was very nice about it. He said “I certainly will.” 

Now, Mr. Cremer, is this alleged conversation accurate ? 

Mr. Cremer. No,sir. I don’t recognize any of it. 

Mr. Brooks. What would you say did transpire during that visit 
when Mr. Balmer came to your oflice on March 1 of 1955? 

Mr. Cremer. He began by telling me what he could do for the 
company. He could be a great service to us—principally in the 
Chicago field in various ways—and I told him that we didn’t operate 
out there. We were not really concerned with that. 

Mr. Brooks. What kind of service did he say he could be? 

Mr. Cremer. He said he could be of great service. He didn’t 
specify in the Chicago area. 

Mr. Brooks. To your company ¢ 

Mr. Cremer. Yes. I told lim we didn’t operate there, and I said 

L didn’t think that would be worth taking much time on. So we 
finally talked about the insurance brokerage and he said he wasn’t 
at all satisfied with what I had told Mr. Shafer. He hadn’t heard 
anything about dividing the brokerage fee until Mr. Shafer told 
him about it. 

I told him “There is no way to get out of it. You have got to have 
a Cuban broker, and you are not qualified to work in Cuba—to 
operate in Cuba.” 

He admitted that he was not. He said, “But anybody will qualify 
for that. pe don’t have to doa thing.” 

“Well,” I said, “whatever has to be done will probably have to be 
done in Cuba. It won’t be done in the United States. This job is in 
Cuba. The labor is all in Cuba. The laws are Cuban. The entire 
work has to be carried out in accordance with Cuban law, and the 
Cuban broker will be much more valuable than anyone in the United 
States would be. So I would hesitate to offer the Cuban broker any 
less than 50 percent of the fee.” 

He said “Well, we would be willing to compromise it. We will take 

15 pose ent, and let him have 25. 

I said “That is hardly fair. It seems out of proportion to the 
services—entirely too far out of line.” 

“Well,” he said, “I would make it 70-30.’ 

“Well,” I said, “we will have to consider that. I don’t like it myself, 
but I will assure you I will talk it over with our chairman and presi- 
dent and let you know.” 

Mr. Brooks. Did you think of any services that an American broker 
might render ? 

Mr. Cremer. No; I did not. 

Mr. Brooks. Have you thought of any since that they might do 
for this fee? 

Mr. Cremer. No; I have not. 
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Mr. Harpy. Do you know of any they have done ? 

Mr. Cremer. I don’t know of anything. 

Mr. Harpy. So far as you know, then, they haven’t done anything 
for whatever fee they have gotten out of it ? 

Mr. Cremer. As faras I know: yes. 

Mr. Brooks. Any problem that you have arising out of your in- 
surance coverage in Cuba you turn over to your C aban broker to help 
you work out, is that the method of operation down there ? 

Mr. Cremer, That is correet:. 

Mr. Harpy. Do you know whether any representative of Balmer & 
Moore have been to Cuba on matters pertaining to their responsibility 
as a broker ? 

Mr, Cremer. I-don’t know of any. I-know they have been there 
once or twice on matters of their own—I believe prior to taking this up 
with us they had been in Cuba to make their own arrangements down 
there. 

Mr. Harpy. To the best of your knowledge, on nove of those trips 
did they perform any services incident to their responsibilities as 
brokers ¢ 

Mr. Cremer. Not so far a3 I know. 

Mr. Harpy. You didn’t have occasion to call on them for any- 
thing ? 

Mr. Cremer. No; we have not. 

Mr. Brooks. Did Mr. Balmer tell you how influential he was in 
Chicago g 

Mr. Cremer. Yes, yes; he did. 

Mr. Brooks. Did he ad say he could be of great help to you and 
of service to you in the Chicago area in getting contracts ? 

Mr. Cremer. There was a little more to it, but not a great deal. He 
said that he was well received in all circles out there and was well 
regarded in the city, county, and State. Nothing but that. 

Mr. Brooxs. Did you ever see or talk with Mr. Balmer again after 
this March i visit ? 

Mr. Cremer. I can’t recall any other occasion. 

Mr. Brooxs. Then would you say that Mr. Balmer’s testimony is 
incorrect on page 686 of the transcript, where he described his second 
visit to your office in about April of 1955 ? 

Mr. Cremer, That is incorrect. 

Mr. Brooks. I believe that your testimony says that on February 
21 you discussed with Mr. Shafer the splitting of the brokerage, and 
that you discussed it with Mr. Balmer on March 1—that you told Mr. 
Balmer you would talk it over with your folks and come up with some 
solution and let him know, and that the solution you reached was two- 
thirds to Balmer & Moore, and one-third to the Cuban broker. Was 
that substantially your testimony ? 

Mr. Cremer. Yes. 

Mr. Brooks. Now, since you had no further personal dealings with 
Mr. Balmer after March 1, how did you convey to him the solution 
reached on splitting the brokerage—two- thirds and one-third? 

Mr. Cremer. I gave that word to Mr. Luther, and I asked him to 
forward it to Balmer. 

Mr. Brooxs. That is Mr. Frank Luther ? 

Mr. Cremer. Yes, Frank Luther. 

Mr. Brooks. Did Mr. Luther call you about this? 
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Mr. Cremer. Yes; he did. 

Mr. Brooks. Could you give us the date and the place, and the es- 
sence of that conversation when he inquired about how the brokerage 
fee was going to be split ? 

Mr. Cremer. He called me on march 2, and told me that Mr. Mansure 
had informed him that Balmer had had him on the wire and was very, 
very much concerned with what we had done, and that he didn’t like 
it at all. Hedidn’t see any reason for it. 

So, I said “Frank, tell them both that we have had a talk since Mr. 
Balmer was here, and we are unanimous that we will offer 6624 to 
Balmer & Moore, and the balance to the Cuban broker—3314 percent.” 

He said “I think that would be quite fair.” 

Well I said “Will you forward that?” And he said he would. 

Mr. Harpy. May I ask a question ? 

Mr. Brooks. Yes. 

Mr. Harpy. I would like to understand a little bit more as to what 
transpired when you were arriving at this split in the commission. 
Here you are offering Balmer & Moore 6624 percent of the brokerage 
fee, and the broker is supposed to be of service to the contractors; is 
that right ? 

Mr. Cremer. That is right. 

Mr. Harpy. And quite obviously from your testimony, the service 
which Mr. Balmer had offered to you was a service in Chicago—at 
least that is what I understood your testimony to imply, that he might 
help you by using his influence in Chicago possibly, to get some Chi- 
cago business. But what did he offer in the way of being of assistance 
in connection with the insurance ? 

Mr. Cremer. He didn’t offer anything. 

Mr. Harpy. How do you justify giving him two-thirds of the com- 
mission ? 

Mr. Cremer. Well, of course the commission is high. The com- 
mission in Cuba is very much higher than it would be in the United 
States. It isa lot of money. 

So that even the one-third which the Cuban broker gets on the job 
of this size is quite a commission. 

Mr. Harpy. In dollars, what would it amount to? 

Mr. Cremer. That is impossible to state until the completion of the 
work. The payrolls we don’t know. My guess has been that consider- 
ing that the compensation insurance would be perhaps 50 percent of 
the insurance on the job—it is probably more than that—but just on 
that basis, I roughed a figure one time that perhaps the one-third 
might amount to $20,000. 

Mr. Harpy. So you thought that would be adequate compensation to 
- eroler in Cuba for the services which he would perform, is that 
right 

Mr. Cremer. He is a man we have dealt with for years. We dealt 
with his father before him. He raised no objection when we made him 
that offer. 

Mr. Harpy. What did you consider was the basis on which you paid 
Mr. Balmer twice as much as you did the man in Cuba ? 

Mr. Cremer. I don’t know that it was anything but expediency. 

Mr. Harpy. You mean in other words, it was a question of expedi- 
ency that you were paying probably $40,000—if $20,000 was going to 
the Cuban firm you were going to pay him $40,000 for doing nothing? 
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Mr. Cremer. Well, no doubt he might have some value. I didn’t 
know. 

Mr. Harpy. I am trying to get back now to this question of in- 
surance. I am just trying to see what kind of economics we were 
using in this and whether we were getting any value for what we 
were paying out. 

Mr. Cremer. You see, you have got to pay 10-percent commission 
under Cuban law. That has got to be paid. 

Mr. Harpy. I understand that you would have to pay that com- 
mission as a brokerage fee. But I am having a hard time seeing why 
you paid Mr. Balmer 1 red cent of it. If you can explain it, that is 
all in the world I want to know. But if he didn’t perform any 
service—if he performed no economic service in this picture—then he 
wasn’t entitled to a penny in my book. And if you were paying him 
off for some service that he would perform in connection with politi- 
cal influence or something of that kind, then it has no place in this 
contract. 

Mr. Cremer. There was nothing of that sort by implication or 
otherwise in this transaction. 

Mr. Harpy. Then I take it you were paying him two-thirds of the 
contract just to get him off your neck; is that about the size of it? 

Mr. Cremer. Well, not exactly that. But after all, I had said that 
I would give him due consideration on the fee—on the brokerage. 

Mr. Harpy. You have indicated it was a matter of expediency. 

Mr. Cremer. Well, it was a matter of horse trading with me. The 
man started out wanting 100 percent. 

Mr. Harpy. But you couldn’t do that under Cuban law, could you? 

Mr. Cremer. Not unless someone were willing to take the business 
down there and send him 100 percent of it. 

Mr. Harpy. Let’s explore one other thing—I am trying to under- 
stand it, that is all. I can’t understand it on the basis of any justifica- 
tion for it that has thus far been presented. 

Now, Mr. Mansure had originally referred Mr. Balmer to you; is 
that right ? 

Mr. Cremer. That is right. 

Mr. Harpy. So then do I take it that you were paying Mr. Balmer 
this two-thirds in order to appease Mr. Mansure ? 

Mr. Cremer. No. I don’t think there was anything in the nature 
of appeasement about it. 

Mr. Harpy. You had to work with Mr. Mansure from here on out. 

Mr. Cremer. Presumably. 

Mr. Harpy. Mr. Mansure might be unhappy if his friend didn’t get 
a slice out of this melon even if he didn’t do anything to earn it. 

Mr. Cremer. Well, I couldn’t pass on that, Mr. Hardy. 

Mr. Harpy. You better not try to pass on my assumptions. My 
whole point in bringing this up, Mr. Cremer, is this: I am trying to 
determine whether in this situation Balmer and Moore were simply 
economic parasites, and based on your interpretation or your con- 
struction of what transpired, it looks to me like they are getting paid 
for doing nothing, unless they go down there occasionally for a recre- 
ational trip. I don’t know but if anybody is collecting a fee which 
the United States Government is eventually going to pay—even if 
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Cuban law does require it—I want to find out. I am having a hard 
time understanding why the taxpayers of the United States should 
pay Balmer and Moore for doing nothing. 

Mr. Youncer. Mr. Chairman, I think that is an unfair statement, 
because it has been covered time and time again in this hearing that 
the taxpayers didn’t pay any part of that brokerage. That was re- 
quired by law, and it wouldn’t make any difference who received it. 
It had to be paid. 

Mr. Harpy. I understand. It had to be paid. But just the same, 
the taxpayers of the United States are paying it, and apparently they 
get nothing for it. 

Now, the gentleman can’t take exception with that, can he? 

Mr. YouncEr. No. 

Mr. Harpy. I will concede it is required by law. 

Mr. Youncer. That is all I want you to concede. 

Mr. Krurcer. Mr. Chairman, I would like to know how much service 
the Cuban brokerage firm rendered in this particular case? If there 
was any service to be given, it appears from the testimony that the 
Baimer & Co. didn’t render any, but received two-thirds of the fee. 

How much service was there to be rendered, and who rendered it? 
Did the Cuban company furnish all that service ? 

Mr. Harpy. That was my understanding. That is a good point. 

Mr. Brooks. Mr. Cremer, would you explain what the Cuban broker 
is expected to do for his one-third? What type of work he would do 
in servicing this insurance contract, in reply to Mr. Krueger’s question, 
which I think is a good one ? 

Mr. Cremer. Well, a broker has a lot of duties. But none of them 
are very well defined. He represents the insured. He is not to have 
any outside interests as regard the policy. He should be the repre- 
sentative of the insured person and be there at all times to advise him 
as to the needs of the work for insurance and the various kinds and 
types, to see that he gets proper rates, that no one takes advantage 
of him. 

A broker also is a great service to a contractor in calling his attention 
to work that is about to be let or about to be advertised. In other 
words, it is a sort of personal relationship with the contractor in this 
case, with the assured. 

The broker in Cuba is supposed to do that. He is supposed to bring 
things to our attention in the way of labor rates, troubles with the 
labor unions, and things of that kind. It is not a very onerous piece 
of work, and I am unable to say why Cuba determined on 10 percent, 
because in this country on a job this size, 2 percent would be adequate. 
That is about what we would expect. 

But it is a charge that is paid to the insurance company, and there 
is no changing that. They don’t change their rates, and they have to 
pay this brokerage fee, which is set by law in Cuba. In this country 
it is not set by law. It is set by custom, precedent, and is much lower. 
It is much more realistic here. 

Now the Cuban broker in this case has not done a great deal of 
work. He has performed the regular functioning of keeping us ad- 
vised, and calling attention to things he thinks are wrong in the 
policy—things that he thinks ought to be corrected, and matters of 
that kind. 
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But it is not supposed to be a thing that pays off on one particular 
contract. It isa rather continuing rel: ationship between the contractor 
and the broker. The contractor usually keeps the same broker for a 
long period of time, the same as a manufacturer does, because of the 
future value that the broker is going to be to him. 

So to put a dollars and cents v: alue on that is ver y indefinite. 

Mr. Brooks. Any other questions ¢ 

Mr. Krurcer. Yes. One more. It appears there is 10 percent 
brokerage fee paid and Balmer & Co. vetting two-thirds of it and 
the Cuban Co one-third. From the testimony we learn that the en- 
tire broker service is being performed by the Cuban Co. and it is satis- 
fied to do it, what difference does that make to anyone—there is no 
money to be saved for the Government. 

Mr. Harpy. Of course, the point is, there is a question as to where 
you draw the line between business ethics and, well, between compe- 
tition in business and good ethics. 

Now, in this situation, it is not a competitive situation. Frankly, 

| always had a little trouble in seeing why we should pay anyb dy 
for doing nothing, and that was the thing that I was trying to get 


¢ 


at in this discussion as to whether or not B: almer & Moore were actu: uly 
performing any service. 

Of course, if they are fast talkers, and can talk somebody out of 

540,000 and don’t turn a hand for it, why in the eyes of some people 
maybe that is good business. In mine it is not good ethics. 

Mr. Krurcer. In my book, the receiving of 10° percent brokerage 
fees—and giving so little service for it is nothing to be proud of. a 
think the taxpayer is the goat, because of the existing laws in Cuba. 

Mr. Harpy. If I might pursue this one step further, it was not any 
purpose in raising this to get on the question of performance by Balmer 
k Moore, but to try to underst: und the basis on which Mr. Cremer was 
willing to give two-thirds of the brokerage fee to Mr. Balmer when 
he wasn’t going to do anything for it. 

Mr. Krurcer. The Cuban Co. didn’t do much either. 

Mr. Brooxs. Well, now, Mr. Cremer 

Mr. Moss. On that point, Mr. Chairman, Mr. Cremer, the Cuban 
broker performed for you the normal services performed by a broker. 

Mr. Cremer. Yes. He is continuing to perform those services. 

Mr. Moss. To your knowledge, the Balmer & Moore firm are per- 
forming none of the services “ordinarily expected by you of your 
broker ¢ 

Mr. Cremer. In so far as I know. 

Mr. Moss. In so far as you know. You would reasonably know 
whether or not they were performing services for you, would you 
not ? 

Mr. Cremer. I believe so. 

Mr. Moss. Why did you select them at all? We have gone into the 
question of why you paid them two-thirds, and you indicated that 
was a matter of expediency, but why did you select them? You had 
this broker with whom you had apparently had a continuing relation- 
ship, a satisfactory one, for a number of years. 

Did you freely choose Balmer & Moore, or was that also a choice 
because of expediency 

Mr. Cremer. Well, the fact is, in a lot of these insurance matters, 
when a contractor goes into a new territory, for example, where he 
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has no broker of his own, it is not unusual for the owner to ask that he 
consider a certain man as broker. 

Mr. Moss. Were you new in that territory ¢ 

Mr. Cremer. Not in Cuba, no. No, we were not. But I mention 
that simply as an instance of the fact that it is not unusual for a con- 
— to give a brokerage fee to a man that he never heard of be- 

ore. 

Mr. Moss. At the request of the owner ? 

Mr. Cremer. At the request of the owner; yes. 

Mr. Moss. Then in this instance, were you responding to what you 
considered the request of the representative of the owner, the General 
Services Administration ? 

Mr. Cremer. Yes. 

Mr. Moss. Otherwise, you would not have considered Balmer & 
Moore? 

Mr. Cremer. Well, I would not have known anything about them. 

Mr. Moss. That is all, Mr. Chairman. 

Mr. Brooxs. Mr. Reuss? 

Mr. Reuss. On this point, what was the nature, Mr. Cremer, of the 
varanas types of insurance on which Balmer & Moore had the brok- 
erage? 

Mr. Cremer. Well, there is half a dozen different types. 

Mr. Reuss. Workmen’s compensation ? 

Mr. Cremer. That is the the big one. 

Mr. Reuss. What were some of the other important types? 

Mr. Cremer. Well, there is the automobile liability insurance, and 
normally liability on the job. 

Mr. Reuss. Well, that is enough for my purposes. I would like to 
ask this question: Isn’t it a fact that an insurance broker who is in- 
telligent and knowledgeable can render quite a real service for his 
principal in the placement and servicing of an insurance contract? 

Mr. Cremer. Yes, and in adjusting claims. 

Mr. Revss. To detail that a bit, doesn’t that valuable service in- 
clude getting an insurance contract with such terms and provisions 

in it that the insured is accorded the maximum possible protection / 

Mr. Cremer. Yes. That is one of the broker’s duties. 

Mr. Youncer. Will the gentleman yield ? 

Mr. Reuss. Surely. 

Mr. Youncer. I understood from all the testimony that the broker 
had nothing to do with the selection of the insurance company in this 

case. It was a bid by the insurance company direct. 

Mr. Cremer. That is correct. 

Mr. Youncer. And you have testified to that constantly. 

Mr. Cremer. Yes. 

Mr. Youncer. Now, you want to change your testimony ? 

Mr. Cremer. No, sir. 

Mr. Younger. You just said that this broker selected the insurance. 

Mr. Revss. I think not. However, let’s read the colloquy. Let’s 
see what the record says. 

(The record was read by the reporter.) 

Mr. Revss. Now, Mr. Younger, don’t you want to withdraw the 
suggestion that there has been a change in the testimony? _ 

Mr. Youncer. No, because the broker had nothing to do with the ob- 
taining of this contract. 
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Mr. Reuss. The witness didn’t so testify. However, the record 
speaks for itself. 

Mr. Youneer. That is the point. If he is not referring to this con- 
tract, that is all right, but if you are referring to this contract 

Mr. Reuss. He obviously wasn’t. That was a general question. 

Mr. Youncer. I know, but it is not all right. 

Mr. Brooks. We will let the witness clarify it. 

Mr. Reuss. Now, I am going to ask him about this contract. So 
far he has not been asked. 

Mr. Cremer. The answer is simply this: That in preparing a policy, 
we got a lot of help from the broker, and that is what I meant by the 
contract. That is a contract between the insurance company and the 
assured, and the broker has a lot to do with that. 

He is accustomed to all the terminology and advices on how to get 


it prepared in a shape that will cause the least trouble afterward. 
Mr. Reuss. Now, Mr. Cremer 


Mr. Krourcer. Will the gentleman yield? 

Mr. Reuss. Yes. 

Mr. Krurcer. Mr. Cremer, you said in preparing the insurance 
contract, the broker helps. 

Mr. Cremer. The contract is the policy. 

Mr. Krvecer. Is that drawn before the bid is received for insur- 
ance? 

Mr. Cremer. Usually it is drawn afterward, but the insurance on 
which the people are bidding is made clear. It is detailed in such 
a state that it will be quite easy for them to compute with their ac- 
tuarial facilities. So that they can bid on it, but then after that, a 
policy has to be prepared, in this case for the benefit or for the ap- 
proval of the GSA and of the owner, the National Lead, who are the 
people to whom we report. 

Of course, it has to be acceptable to the contractor, Snare-Merritt. 
Now, in preparing that, a broker is very useful. Also, in making ad- 
justments, where you have claims of insured parties, a broker usually 
handles that. 

Mr. Brooks. Any further question, Mr. Reuss ? 

Mr. Reuss. Yes. 

Now, going from the general to the particular, and talking about 
this particular insurance contract, it is a fact, is it not, that although 
this insurance contract was let on the basis of a bid, nevertheless, the 
broker had an important function to perform in formulating the speci- 
fications so that the advertisement for the bid was a meaningful 
one? 

Mr. Cremer. We did not make use of the broker for that. That had 
to be subject to the approval of National Lead, Snare-Merritt, and, of 
course, GSA. The broker would come into it later in formulating 
the policy, assisting in working out a pro forma policy, for the ap- 
proval of the various parties. 

Mr. Reuss. Well, then, in this particular case, even though the pol- 
icies were let as a result of a bid, rather than as a result of straight 
negotiation, there was an important function for the broker to per- 
form in actually drawing up the policy which emanated from the 
bid, was there not ¢ } 

Mr. Cremer. They did not draw up the policy, but they assisted by 
advising after it was drawn up. 
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Mr. Reuss. And on an important multimillion dollar deal like this. 
that assistance is of rea} importance to the principal, is it not ? 

Mr. Cremer. It could be of considerable importance. 

Mr. Reuss. It is a further fact, is it not, that the assistance of the 
broker is of vital importance in processing claims that arise under 
the policy ? 

Mr. Cremer. Yes. 

Mr. Reuss. And it is also a fact, is it not, that in many instances. 
an aggressive eager-beaver type of broker can get the insurance com 
pany to give a little in a contested claim ? 

Mr. Cremer. Yes, very often. 

Mr. Reuss. That is a well-known business practice, is it not ? 

Mr. Cremer. And sometimes when conditions change, they are able 
to secure a better rate from the insurance company. ' 

Mr. Reuss. And, finally, it is a fact that but for pressures brought 
upon you in the negotiation of this whole matter, you would not have 
gone to Balmer & Moore as the insurance broker ? 

Mr. Cremer. That is correct. 

Mr. Reuss. No further questions. 

Mr. Brooxs. Mr. Cremer, when Mr. Luther called you about Bal 
mer’s commission, did he call you from Washington, D. C.? 

Mr, Cremer. What date was that that you are asking about ? 

Mr. Brooks. I think that was March 2. 

Mr. Cremer. March 2 he called me from Washington. 

Mr. Brooxs. And asked you how about Balmer’s fee. He wasn’t 
pleased about it. 

Mr. Cremer. Yes. 

Mr. Brooks. How do you know whether or not Mr. Luther related 
this fee-splitting solution to Mr. Balmer ? 

Mr. Cremer. Mr. Luther called me back on the Lith. 

Mr. Brooks. The 11th of March ? 

Mr. Cremer. Yes. 

Mr. Brooks. 1955? 

Mr. Cremer. Yes, and told me that Mr. Balmer was well pleased. 

Mr. Brooxs. Have you had any other conversations with Mr. Luther 
relating to insurance or any other phase of this inquiry ? 

Mr. Cremer. Not that Ican recall. 

Mr. Brooks. Pardon me—Mr. Hardy. 

Mr. Harpy. Mr. Luther is still your public-relations man ? 

Mr. Cremer. Yes. 

Mr. Harpy. And he is not helping you out in your appearances down 
here at all? Maybe you didn’t need him. 

Mr. Cremer. Well, he lost his father and was very much broken up. 
I think he went to Florida. 

Mr. Harpy. But he is still serving you? 

Mr. Cremer. Yes. 

Mr. Harpy. And he is not in Washington now ? 

Mr. Cremer. I don’t believe so. Iam not sure. 

Mr. Brooks. Did he talk to you on February 21 of 1955? That is 
about 10 days before the call in relation to Balmer’s fee. 

Mr. Cremer. Yes, he did. 

Mr. Brooks. Do you recall what that conversation was about ? 

Mr. Cremer. It was very much the same as the other one that | 
described. He told me—— 
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Mr. Brooks. The same as the March 2 conversation ? 

Mr. Cremer. Yes. 

Mr. Brooxs. And he told you then what ? 

Mr. Cremer. He simply said that he had seen Mr. Mansure, who 
was quite worried about this situation as regards the insurance broker- 
age; that he had heard from Balmer, and Balmer was very much 
agitated about it. : 

Mr. Brooks. Now, Mr. Cremer, Snare-Merritt, issued a letter to 
Balmer & Moore appointing them brokers for the expansion project. 
Now, the letter was given the date of May 3, 1955. 

The second paragraph of the letter reads: 


This appointment is given to you on your direct representation that you will 
not violate the laws and regulations concerning the operations of insurance 
brokers in Cuba and in the State of New York. 


Now, at this point, I am going to introduce some documents that 
will show that the Balmer & Moore firm in fact at this time was not 
licensed to do brokerage business in New York, at the time of their 
appointment as brokers. 

The first document is this letter which is dated February 8, 1956, 
from the Anois State Department of Insurance, to this sube ommittee. 
On page 2, it states that the Balmer & Moore Insurance Agency became 


licensed as general brokers on August 9, 1955, and I w ould like to have 


this letter copied into the record. 
(The letter referred to follows :) 


STATE OF ILLINOIS, 
DEPARTMENT OF INSURANCE, 
Springfield, February 8, 1956. 
Hon. JACK Brooks, 
Chairman, Special Government Activities Subcommittee 
of the Committee On Government Operations, 
Washington, D.C. 

Dear Smr: We are in receipt of your letter of January 31, 1956, requesting 
information concerning the Balmer & Moore Insurance Agency and its individual 
partners. 

The following information is taken from our records and is shown in the 
order requested : 

1. William J. Balmer: 

(a) Date of any agency license and name of company: Agent, American 
Surety Co., New York, May 5, 1954, expiring February 28, 1955. 

(b) Date of individual broker’s license: May 6, 1954, and April 29, 1955, 
expiring February 29, 1956. 

. Edward F. Moore: 

(a) Date of any agency license and name of company: Agent, American 
Surety Co., New York, May 4, 1954, expiring February 28, 1955. 

(b) Date of individual broker’s license: September 26, 1953, March 1, 
1954, March 1, 1955, expiring February 29, 1956. 

. Erwin Shafer: 

(a) Date of any agency license and name of company: None. 

(b) Date of individual broker’s license: Class I broker’s license covering 
life, accident, and health insurance issued May 11, 1951, canceled January 
15, 1952. General broker’s license issved January 15, 1952; March 1, 1952; 
March 1, 1953; March 1, 1954; March 1, 1955; expiring February 29, 1956. 

4. Balmer & Moore Insurance Agency (partnership), (William Balmer & 
Edward F. Moore Insurance Agency) (partnership) : 

(a) Date partnership formed and names of partners. List any subse- 
quent changes in the membership: 

May 1, 1954: Names of members: William Balmer, Edward F. Moore, 
Leonard W. Boltz, Erwin Shafer. Names of active members: William 
Balmer, Edward F. Moore, Erwin Shafer. 
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Partnership amended August 1, 1955: Names of members: William 
Balmer, Edward F. Moore, Erwin Shafer. Names of active members: 
William Balmer, Edward F. Moore, Erwin Shafer. 

(b) Date of agency license and names of companies represented: Agent, 
American Surety Co., New York, May 25, 1954, and March 1, 1955, expiring 
February 29, 1956; Agent, National Fire Insurance Company of Hartford, 
June 23, 1954, and March 1, 1955, expiring February 29, 1956. 

(c) Date the agency became licensed as general brokers (in the name of 
the agency) : August 9, 1955, expiring February 29, 1956. 

Very truly yours, 

JusTIN T. MoCartrnuy, 
Director of Insurance. 
By H. G. ALLISON, 
Supervisor of Licenses. 

Mr. Brooks. We have had several looks at those files out there. We 
have heard testimony on it, and I think this should be conclusive ev:- 
dence for anybody as to the exact date as certified by H. G. Allison, 
the supervisor of licenses under the Director of Insurance Justin T. 
McCarthy, of the State of Illinois. 

Mr. Harpy. That is for the State of Illinois, Mr. Chairman ? 

Mr. Brooks. That is right. 

Mr. Harpy. Do we have evidence as to when they became qualified 
in the State of New York? 

Mr. Brooks. We will get to that. 

Mr. Harpy. Well, the reason is because you said New York. 

Mr. Brooks. And I have here a letter dated July 29, 1955, from the 
superintendent of insurance, State of New York, addressed to Balmer 
& Moore. This letter relates to an application of Balmer & Moore for 
an out-of-State broker’s license in New York. 

The second paragraph states : 

Inasmuch as the letter from the Department of Insurance of the State of Illi- 
nois as received with the application reveals that your partnership is not cur- 
rently licensed as broker in that State, we would be unable to issue a nonresidence 
license to your firm. 

The fact that your partnership is licensed as agent in Illinois or that your 
members are licensed individually as brokers would not suflice. 

Now, this letter indicates that the firm of Balmer & Moore did not 
have a broker’s license in either Illinois or New York at the time they 
solicited this business, and at the time they were officially appointed 
brokers on May 3, 1955. 

I would like to have this letter copied into the record. It is dated 
July 29, 1955, and is signed by Mr. Leffert Holz, superintendent of 
insurance. 

JULY 29, 1955. 
BALMER & MoorE INSURANCE AGENCY, 
Chicago 2, Ill. 

GENTLEMEN: Your application for a broker's license in this State in which 
Erwin Shafer would be named as sublicensee and check No. 1027 drawn to the 
order of the superintendent of insurance in the amount of $20 are being returned 
herewith. 

Inasmuch as the letter from the Department of Insurance of the State of 
[llinois received with the application reveals that your partnership is not cur- 
rently licensed as broker in that State, we would be unable to issue a nonresident 
license to your firm. The fact that your partnership is licensed as agent in 
Illinois or that your members are licensed individually as broker would not 
suffice. 


If Mr. Shafer desires to apply for an individual form of broker’s license in 
this State the individual type of application being enclosed would be appropriate. 
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Should it be filed it must be accompanied by a fee of $20 and a power of attorney 
naming he superintendent of insurance of this State as attorney upon whom 
process may be served. 
Very truly yours, 
LEFFERT Hotz, 
Superintendent of Insurance. 


ge = 
Deputy Superintendent. 

Mr. Brooks. I would also like to have copied into the record these 
pertinent provisions of the New York insurance law pertaining to the 
necessity of a broker’s license and prohibiting payment to an unlicensed 
broker. ‘That is article VI of the New York insurance law. 

Section 111 states: 

1. Any person, firm, association or corporation who or which acts as insurance 
broker in this State without having authority so to do by virtue of a license 
issued pursuant to the provisions of this chapter shall be guilty of a misdemeanor. 

2. The term “insurance broker” os used in this chapter shall mean any person, 
firm, association or corporation who or which for any compensation, commission 
or other thing of value acts ar aids in any manner in soliciting, negotiating or 
procuring the making of any insurance or annuity contract or in placing risks 
or taking out insurance on behalf of an insured other than himself or itself or 
on behalf of any licensed insurance broker * * * 

Section 119 states: 

1. No insurer authorized to do business in this State, except an assessment 
cooperative fire-insurance company, and no officer, agent or other representative 
thereof, shall pay any money or give any other thing of value to any person, firm, 
association or corporation for or because of his or its acting in this State as an 
insurance broker, unless such person, firm, association or corporatin is author- 
ized so to act by virtue of a license issued or renewed pursuant to the provisions 
of this section * * * 

Mr. Moss. Can they solicit business with out a license ? 

Mr. Brooks. Let’s read it. Just three paragraphs. 

Mr. Moss. Is it included there? 

Mr. Brooks. Yes. 

Mr. Moss. That answe rs my question. You don't have to read it. 

Mr. Brooks. Now, Mr. Cremer, if it turns out to be true that Balmer 
& Moore made a false representation in securing this appointment as 
brokers, then it would seem to me to be in order for Snare-Merritt to 
take steps to reconsider the appointment of Balmer & Moore, and I 
wonder if you have discussed this problem with the General Services 
Administration or with National Lead 

Mr. Cremer. I have tried to. 

Mr. Brooks. You have tried to / 

Mr. Cremer. Yes. 

Mr. Brooks. Could you give us the circumstances of that effort to 
abide by the law of New York, Illinois, and the United States? 

Mr. Cremer. The occasion of it was not the provisions you have just 
been citing. Asa matter of fact, we didn’t have those, and we had been 
misinformed on the subject. I don’t know where the difference occurs, 
but Balmer & Moore satisfied our insurance enue Mr. William 
Taylor, that they were registered in the State of New York. 

They had the right to operate first in Illinois, and he questioned 
them on New York and they said they were getting it, and then they 

came in and said they had it. They gave us a copy of the paper. 

They had the receipt showing that they were licensed. However, 
on the general subject, I did feel called upon to investigate the ad- 
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visability of doing something about this for other reasons. I was 
very much upset to find that these brokers, unknown to us, and before 
they had contacted us, had made this contingent arrangement with 
companies in Cuba, and I thought that put us in a very strange pre- 
dicament, because there was a conflict of interest there. 

We would not be assured of the help and backing we should have. 
The thing was all wrong. It was a great shock to us to learn that. 
I put the matter up to the Frederick Snare attorney, and I recom- 
mended to Merritt-Chapman that they consult theirs. 

I also called National Lead, who are the people with whom we have 
our contract, and I talked the matter over with their chief engineer 
who was on his way to Europe and catching a plane in about an hour. 
He hardly had time to think of it at all, and the answer was just “No 
progress.’ 

I tried to call Mr. Mansure on it, and I was not able to reach him. 
I was not able to reach Mr. Pinkley when I called him. He has been 
ill, and I was not surprised at that, but that is the way the matter 
stands right now. 

I have asked for advice. I have not received advice yet from our 
attorney, and Merritt-Chapman has no advice from theirs. 

Mr. Brooxs. Now I have learned that the Insurance Company of 
North America is under the impression that the broker for the New 
York State risk is the Ultramar Inter-America Corp., and this also 
seems a matter that is in some need of clarification by Snare-Merritt. 

The memorandum of April 22, 1955, from McBride to Carujo sug- 
gests that Balmer & Moore is not going to split, but will get all of 
the commission which results from the primary commercial] blanket 
bond and the workmen’s compensation of New York employees. 

Now, this particular part of the memorandum appears on pages 
1249 and 1250 of the transcript, and I think that they would be matters 
of justified concern for Snare-Merritt. 

Mr. Cremer. Yes. 

Mr. Brooks. Now, I would like to have copied into the record these 
letters from the files of the Ultramar Inter-America Corp., and they 
relate to Balmer & Moore’s participation in the Nicaro insurance. 

I would like to have these six letters, I think, copied into the record 
at this point. 

(The letters referred to are as follows :) 

NOVEMBER 30, 1954. 
To: Roberto Hernandez Carujo. 


From: Michael J. McBride, Vice President. 
Subject: National Lead Co. Expansion Project, Nickel Plant, Nicaro, Cuba. 


A rumor is circulating that new bids will be called for on the workmen’s 
compensation and comprehensive liability coverage. The explanation appears 
to be that additional companies in Cuba wish to make a bid and that the General 
Services Administration in Washington are going to ask for new bids. We have 
heard nothing official and we remind you that the above comment is labeled 
strictly a rumor. 

Incidentally, our contact with friends in the Insurance Company of North 
America, Philadelphia, foreign department, are trying to get their influence 
on the side of La Alianza has been met with some hesitation on their part, they, 
feeling they need more time to consider the idea, although it appears to be a 
tendency toward aiding us if they are approached by the assured’s represent- 
atives. If so, they would reiterate the fact they are willing to reinsure La 
Alianza. 
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I spoke with Mr. Bonner of the Nickel Processing Corp. about the possible 
marine insurance on material and equipment. He again reminded me that any 
insurance authorized, would be handled through Mr. Randall Cremer, executive 
vice president of the Snare-Merritt combine, and he suggested that any queries 
on insurance be made through Mr. Cremer. 

Mr. Bonner says that insofar as the National Lead are concerned, they are 
self-insurers, and it was his personal opinion that on Government projects such 
as the Nicaro Nickel job, that the Government would not require marine insur- 
ance on the material and equipment. 

We will endeavor to get further word from Mr. Randall Cremer. 

Very truly yours, 


DECEMBER 9, 1954. 
Mr. RIcHARD H. TILLoTsoN, 
Manager, American Surety Co., 
Chicago, IU. 

Deak Dick: It was a pleasant surprise to receive your letter of December 8, 
and we express our appreciation for your good thoughts about us. 

We are very much interested in the possibility that one of your agents Balmer 
& Moore feel that they can control the workmen’s compensation, public liability, 
and fidelity cover on the $43 million expansion project of the nickel plant at 
Nicaro, Cuba. We are somewhat familiar with this situation, and we know that 
La Alianza, one of our Cuban companies, have been requested by the Snare- 
Merritt combine to present quotations at least for the workmen’s compensation 
and public liability, and we are sure they would be most interested to have the 
opportunity on the fidelity, or any other insurances which may be required. 

We can assure you of our desire to give our friends the fullest cooperation, as 
this is considered choice business, and if Balmer & Moore can control it as the 
brokerage source, the Godoy-Sayan interest through the companies owned and 
represented in Cuba will do their utmost to be of service. Therefore, we en- 
courage further association and communication with Mr. Shafer of Balmer & 
Moore and your very good selves. 

Our Habana oflice can meet the requirements as to the handling of the work- 
men’s compensation and public-liability insurance, backed by the reinsurance of 
an American insurance company, and respecting the fidelity, we are certain that 
La Alianza, one of our companies which has made a bid on the workmen’s com- 
pensation and public liability, would be happy to consider the backing of the 
American Surety Co. on the fidelity risk. 

My associate, our mutual friend, Mr. Fernando Godoy, vice president, and I, 
extend to your our warmest personal regards and best wishes for the coming 
holiday season. 

Hoping to hear from you soon, we remain, 

Very truly yours, 
Gopoy-SAYAN Corp., 
MICHAEL J. McBripe, 
Vice President. 


DECEMBER 21, 1954. 
Mr. RicHarp H. TILLorson, 
Manager, American Surety Co., Chicago, Il. 


DearR Dick: Supplementing our letter of December 9, and the interest you 
and your friends Messrs. Balmer and Moore have in the kinds of insurance on 
the $43 million expansion project of the nickel plant at Nicaro, Cuba, kindly be 
informed that I learned from Habana that previous bids submitted at the re- 
quest of Snare-Merritt, Habana on November 3, were declared off, and that new 
bids will be called for in the near future. 

We presume you would like to inform Messrs. Balmer and Moore about this 
development. 

Yours truly, 
ULTRAMAR INTER-AMERICA CoORP., 
MICHAEL J. McBrRIDE, 
President. 
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AMERICAN SURETY COMPANY OF NEW YORK, 
CuiIcaco BRANCH OFFICE, 
Chicago, Ill., December 23, 1954. 
Mr. Micu ak. J. McBRIDE, 
Vice President, Ultramar Inter-America Corp., 
New York, N. Y. 

Dear Mike: Thank you very much for your note of December 21. Balmer & 
Moore are very optimistic respecting their ability to obtain the Snare-Merritt 
business in Cuba. Whether the call for new bids or not has anything to do with 
this, I do not know. In any event, I have given the information in yours of 
December 21 to Mr. Shafer and he plans to get in touch with you directly respect- 
ing the next move. 

Thanks very much for your help and I do hope if this business is obtained 
it will prove valuable to your office. Certainly it should be of substantial size. 

Best regards. 

Yours very truly, 
RicHarD H. TiLuorson, Manager. 


BALMER & MOorE, 
December 23, 1954. 
Mr. MicHAEt McBRIDE, 
Ultramar, New York, N. Y. 

Dear Mr. McBripe: Mr. Richard H. Tillotson of American Surety Co. has 
been kind enough to write you on our behalf and to send me a copy of his letter 
to you. He has explained the problems involved in underwriting the insurance 
on the proposed nickel plant in Cuba, and we look forward to obtaining this 
business and placing it through you in the not too distant future. 

I hope that you are interested in this project and that when I visit New York 
in connection with this matter (probably in January 1955) I shall have avail- 
able to me the advantage of working directly with you in the handling of all 
the insurance coverage which we obtain. 

We look forward to your favorable consideration of this matter and to the 
opportunity of meeting with and doing business with you. 

Very truly yours, 
ERWIN SHAFER. 


DECEMBER 27, 1954. 
Mr. RicHarD H. TILLOTSON, 
Manager, American Surety Co., 
Chicago 6, Iil. 

DeaR Dick: Thank you so much for your letter of December 23, and enclosed 
find a copy of a letter we sent to your friends Balmer & Moore, in response to a 
letter that came to us from them on the same date as your letter. 

With very best wishes and thanks for introducing us to these people, we 
remain, 

Yours truly, 
ULTRAMAR INTER-AMERICA CORP., 
MICHAEL J. McBripe, Vice President. 


DECEMBER 27, 1954. 
Re National Lead and expansion project—nickel plant, Nicaro, Cuba. 
BALMER & Moore INSURANCE AGENCY, 
Chicago 2, Ill. 
(Attention : Mr. Erwin Shafer. ) 

Dear Sir: We thank you for your letter of December 23, in connection with 
the exchange of communications of Mr. Richard H. Tillotson, manager of the 
American Surety Co. in Chicago, and this office, concerning insurances on the 
above project. 

Our head office in Habana is thoroughly familiar with this risk and its insur- 
ance needs, and we would be pleased to cooperate with you on the insurance 
coverages desired. We await your coming visit to New York as you say prob- 
ably in January 1955, and we assure you that we will be available to assist you 
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in every respect, both through this office and our Habana office. If possible, kindly 
let us know a few days in advance of your arrival in New York. 
Thanking you, we remain, 
Yours truly, 
Gopoy-SAYAN CorpP., 
MICHAEL J. McBrive, Vice President. 


DECEMBER 29, 1954. 
‘‘o: Roberto Hernandez Corrujo, manager. 
From: Michael J. McBride, vice president. 
Subject: Joint operation Snare-Merritt companies acting as General Services 
Adninistration expansion project—nickel plant, Nicauro, Cuba. 

Supplementing our letter of December 28, we find, on reviewing our file, that 
on March 29, 1951, a memorandum addressed to Reynold J. Kollmans, on the 
subject of Mining Equipment Corporation—Insurance listed standard commis- 

ions payable to leading foreign brokers as follows: 

Percent 
BU REAR RUIN a a cnn catenin cath denen acl ilenaeticeatbaiaite Salhi ta 15 
Marine and inland marine 
Casualty (excluding compensation) 
Workmen’s compensation ’* 

‘The commissions for this type of insurance when placed not in accordance with strict 
rules and regulations of the compensation law governing same is subject to special agree- 
ment. 

It was further recommended in that letter of March 29 that if Godoy-Sayan 
were required to perform most of the service, that a suggested split of the above 
percentages of commission be made as follows: 

Percent 
To the broker__ 
Godoy-Sayan__ 


If Galmer & Moore are to be named as the insurance brokers, wil 
desire of our Habana office to suggest a similar arrangement or, in 1 
Shafer’s request of us, will we have some alternative scale of commissi 
participation in commissions or contingent by these brokers? We have not made 
any indication, yet, of percentage of commissions to Balmer & Moore pending 
your instructions, 

Kindly keep our president, Mr. Enrique Godoy, and vice president, 
Armando Lago, informed of developments on this subject. 

Herewith find a copy of a letter addressed to Balmer & Moore. 

Yours truly, 


JANUARY 11, 1955. 
lo: Roberto Hernandez Corrugo, manager 
‘rom: Michael J. McBride, vice president 
Subject : National Lead Co., expansion project-nickel plant, Nicaro 

We appreciate receipt of your memorandum of January 3, and will be guided 
by your suggestion that we await the calling of new bids. It is obvious to us 
that in view of the condition that Snare-Merritt will include in the specifica- 
tions, no bid on behalf of any particular broker can be made. 

We will bear this in mind and will continue our best relations with any source 
that may possibly be named the broker. It occurs to us that at the time you 
submit a new bid it might be opportune for us to courteously advise the brokers 
Balmer & Moore of Chicago. If the new bids take the route of the old ones, they 
would pass from Habana to Snare-Merritt, New York, and presumably a consul- 
tation would be held with their insurance advisers and the National Lead people 
and possibly the General Services Administration offices in Washington. With 
the knowledge then, that new bids had been presented, we feel that if Balmer 
& Moore have the approval of Snare-Merritt to act as the brokers, they could 
make arrangements for a meeting presumably in New York and at that time it 
would be appropriate for you to be present to explain our proposal in detail to 
all of the principals. 

Therefore, if you agree with this plan, kindly let me know when the new bid 
has been presented, and I will contact Balmer & Moore and if they set a date, 
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which most likely will be in New York, I could telephone or cable you in time to 
arrive at the meeting, if arranged. 

Mr. Erwin Shafer informed us he would be in New York some time in January, 
so this might fit in with developments. 

We will keep you advised of the situation as we learn of it here, and would 
thank you to keep us informed as things progress in Habana. Meanwhile, if we 
learn anything of interest from other sources, we will notify you. 

Yours truly, 


JANUARY 31, 1955. 
To: Roberto Hernandez Corujo, manager. 
From: Michael J. McBride, vice president. 
Subject: Snare-Merritt Cuba—expansion project—commercial blanket road. 


You will recall that in the negotiations for coverage as respects the employees 
of the Cuba office and of the New York office that Habana suggested the pos- 
sibility that one of the American Foreign Insurance Association companies, per- 
haps the Fidelity & Casualty Co., would entertain this risk on a basis whereby 
they would reinsure La Alianza on the Cuban end, and issue a separate policy 
covering the New York employees. My negotiations with them found them agree- 
able to reinsuring La Alianza for both Cuba and New York but not inclined to 
separate the matter in the manner desired by us. Furthermore, their premium 
calculation for both Cuban and New York employees on the basis of classifica- 
tions submitted by us, exceeded the premiums which our office proposes. The 
AFIA wanted an annual premium as follows: $100,000, $2,250; $250,000, $2,775; 
$500,000, $3,967. 

You will further remember our efforts at the suggestion of Mr. Lago, to have 
the North America companies, accept this coverage on a joint policy with La 
Alianza and the results after my talk with Mr. Guerrini that they were not 
prepared to undertake this business in that way. 

With due regard for Habana’s insistence on a setup which would produce a 
separate La Alianza policy for the Cuba employees reinsured by a substantial 
American company and a separate policy for the employees of the New York 
branch office. we remind you that we found strongly in Philadelphia and New 
York the belief that it would be perfectly in order for La Alianza to insure 
Snare-Merritt as a Cuban concern for both the Cuba and New York employees 
under one contract, and where reinsurers would participate to their agreed 
extent on said contract with employees on both locations. 

As you know, after making the efforts desired by Habana in the short time 
allowed us before submitting the bid, we finally concluded in presenting our 
bid on behalf of La Alianza, covering both locations. We are sure, too, that you 
remember the conversations and visits we made to the head office of the Amer- 
ican Surety Co. and particularly meeting in the board of directors room with 
President McKell; Vice Presidents Benhem and Irving Clark; Agency Super- 
intendent Mr. Seilers; Mr. Romaine of the bond department and Mr. Shafer, 
you and myself, and their review of the situation that led them to make the 
quote to Mr. Maleret’s office reinsuring La Union and Phoenix. 

While you may wish to report at more length on what took place at that 
meeting, and why it was held, I will confine myself to the fact that the Amer- 
ican Surety were leading into a position whereby they would act only as rein- 
surers for both the Cuban and New York employees. They too indicated they 
had no intention of issuing a separate policy for the New York branch end. 

All this is just to keep your file complete. 

Yours truly, 








JuLy 8, 1955. 


Mr. PRwIn SHAFER, 
Balmer & Moore, 
Chicago, Ill. 

Drar Mike: When I visited with you in Chicago early in May, among the 
matters you discussed was the possibility that Ultramar Inter-America Corp. 
could function cooperatively with you in the handling of additional accounts 
which you and your associates expected to develop in New York, Washington, 
D. C., and elsewhere in the United States. This conversation was separate and 
apart from the Snare-Merritt joint-venture situation which we are presently 
handling to your satisfaction. 
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In respect to that additional business which you anticipate to be developed 
we had opportunity to discuss it with our president, Mr. Enrique Godoy during 
his stay in New York during the past 2 months and he is very willing to extend 
the services of Ultramar Inter-America Corp. to Balmer & Moore in this de- 
velopment. In such future instances where you and your firm would be the 
producing source and Ultramar the subsequent contact in and servicing source, 
we would ask you to contemplate the usual practice of cooperating insurance 
brokerage concerns, that is, in connection with the brokerage commissions on 
such business, the producing source such as Balmer & Moore would get 60 per- 
cent of the brokerage commission and Ultramar as the servicing unit would re- 
ceive 40 percent of the total brokerage commissions on the various kinds of in- 
surance risks placed. 

Naturally, in the development and placement of such future business of that 
kind on a brokerage basis, Ultramar would do its best with its knowledge of 
the insurance markets to arrange the best terms and conditions for your as- 
sureds and the best brokerage commissions available. 

The writer remembers on the occasion when you gave him the privilege of 
meeting with you and Mr. William Balmer, Mr. Ed Moore, and Mr. Leonard 
Boltz, that Mr. Balmer expressed himself strongly that a cooperating servic- 
ing source deserved a share in the brokerage commissions. His comment fol- 
lowed, you will remember, our statement that Ultramar was not sharing in the 
brokerage commissions on the New York operations of the Snare-Merritt joint 
venture and our explanation that in that case as it was part of a whole project 
including the one in Cuba, we were satisfied to do it in that way. 

Therefore, I expect, Mike, that in this future new domestic business that your 
partners will be in harmony with the idea of division of brokerage commission 
expressed above. 

We would very much like to have your advices in connection with this subject 
when it is convenient to you and also if you can, will you tell us something, 
further about the potentialities that Mr. Balmer mentioned of some very im- 
portant insurance business that will emerge out of propositions developing in 
Venezuela and Colombia. We are well connected in these countries and as you 
know, we have the facilities to handle all insurances in the national and inter- 
national field such as that Ocean Marine possibility in connection with the for- 
eign-aid bill recently approved for the expenditure of $3,500,000. 

I hope you and your family have a very pleasant and enjoyable summer but 
at the same time I would like to keep you working on some of this that we have 
discussed. 

Awaiting your reply, we remain, 

Yours truly, 
ULTRAMAR INTER-AMERICA CORP., 
MICHAEL J. McBrIDE, 
Vice President. 


WILLIAM BALMER & EDWARD F’. Moore, 
Chicago, Ill., July 11, 1955. 
Re your 55-2571 
Mr. MIcHAEL J. McBrRIDE, 
Ultramar International Insurance, 
New York 5, N. Y. 

Dear MIKE: Balmer has gone to Washington to clean up a few matters, and I 
expect to join him after a few days. After Washington, both of us or I alone 
will come into New York where we will discuss many of the matters that have 
concerned us in correspondence. I particularly have in mind that we will in- 
vestigate the possibilities of participating in the insurance of the foreign-aid 
program, and also we will have a complete discussion with you and with Bill 
Taylor concerning procedure for payment to Balmer & Moore, and the question 
of Balmer & Moore becoming nonresident licensed brokers. 

Please ask Mr. Taylor whether he objects to waiting for 10 days or 2 weeks on 
this matter until I get to New York. 

I will advise you by letter when I actually leave Chicago for Washington, 


and will call you from Washington to advise you when I can leave Washington 
for New York. 


Very truly yours, 
EDWIN M. SHAFER. 
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The following is taken verbatim from a memorandum dated April 22, 1955, 
appearing in the Ultramar Inter-America Corp.'s files and written by Mr. Michael 
J. McBride to Mr. M. J. Godoy: 

“I have also prepared binders for the comprehensive liability regarding the 
New York office of Snare-Merritt and this binder in the same number of copies 
should be signed, if, as we understand, this business is already placed with La 
Alianza as respects Cuban operations. 

“A rate of 5 cents will be our new bid in accordance with the advices I sent 
today with a copy of the GSA letter. 

“You will receive a letter from Snare-Merritt, 74 Trinity Place, addressed to 
Mr. Taylor, making the new bid 5 cents. Before delivering it, talk with Mr. 
H. H. Maiers. Tell him what we propose to do. Ask him if the ATU made a 
new bid. We believe that the rate will be controlled so that we get the business. 
If he finds our 5-cent bid in order, then have the letter delivered to Mr. Taylor. 
If for any reason it becomes necessary to lower that 5-cent bid, call Roberto 
Carujo and get his agreement to any change. It appears that our 5-cent rate 
will be in order but follow these instructions. Once this comprehensive liability 
rate is agreed on, then, likewise, on instructions from Habana obtain the North 
America signature to the number of copies needed. The filled-in blanks are at- 
tached. The same number of copies should be sent to Taylor and others as 
mentioned above.” 


Mr. Brooxs. Ulivamar is an organization in New York which the 
North American Corp. thinks 1s handling these risks. 

My. Harpy. Have you had any correspondence or contact with 
Ultramar ? 

Mr. Cremer. Yes. They are 
Sayan in Habana. 

Mr. Harpy. ‘They represent the Cuban companies? 

Mr. Cremer. Yes. That is right. 

Mr. Brooxs. I also have here some records from the Snare-Merritt 
insurance files which I think are pertinent on this same point, and 
which I would like to have copied into the record here. 

(The letters referred to follow :) 


1 


the agents for Alianza and Godoy- 


SNARE-MERRITT, 
Habana, Cuba, December 27, 1954. 
Interoffice letter to: Mr. William E. Taylor. 
From: Mr. Manuel Gamba. 
Subject: C-—1800, workmen’s compensation insurance. 

DEAR BILL: We have your letter of December 23 attaching our original letter 
from Mr. Bender, of National Lead, dated December 22, and copy of letter 
National Lead received from La Consolidada asking to be taken into considera- 
tion in the new bidding that will take place shortly. 

I did not like the way these people spoke in this office the day of the bidding 
when they said they had decided not to present a proposal because they could 
see that arrangements had been made to award this insurance to an American 
insurance company. However, we will be glad to put them in the list of those 
who will be asked to bid again. 

We have taken good note that the revised invitation to bid is already in the 
hands of Colonel Pinkley, in Washington, for approval, and that after it has 
been approved by him and returned to you it will be forwarded to us for dis- 
tribution to the insurance companies, which will include La Consolidada. Please 
send us the complete list of companies to be invited, as I heard while in New 
York that three names had been added to the original list by Mr. Pinkley and 
we do not know who they are. 

Sincerely yours, 
MANUAL GAMBA. 
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DECEMBER 31, 1954. 
To: Mr. Manual Gamba, vice president, Habana, Cuba. 

From: Mr. William E. Taylor, New York, N. Y. 

Subject : Contract No. 1800, workmen’s compensation insurance. 


Deak Mr. GAMBA: This will acknowledge receipt of, and thank you for, your 
December 27, 1954, letter on the above subject. 

I agree with you wholeheartedly in your feeling about La Consolidada and 
I would personally object to the way in which they wrote directly to GSA and 
National Lead, and you may not know this, but they also cabled directly to Mr. 
Wolfson of Merritt-Chapman & Scott. 

As far as I’m concerned, I would be delighted to leave them out of the bidding, 
but I do not see how we can deliberately disregard Colonel Pinkley’s instructions. 

The revised invitation to bid as of 10 o’clock this morning is still in Colonel 
Pinkley’s hands in Washington awaiting his approval. Although he did say that 
he would submit a list of additional insurance companies that he would like 
to have invited to bid, when I asked him for the list in his office in Washington, 
he said that he never made any such statement. He further said that he wanted 
invitations to bid to be sent to any company who is interested in bidding. 

Perhaps I will hear more on this when Colonel Pinkley returns the draft of the 
invitation to bid and, if so, I will promptly advise you. 
Very truly yours, 


P. S.—I have just received a copy of Bill Gerstle’s December 30, 1954, letter to 
you on the subject of Payroll Robbery insurance, and Bill has a note on the letter 
to Doe that I am also getting bids. This is not correct, as I do not expect to 
receive bids from the New York insurance market on the Payroll Robbery 
insurance. 


W. B®. 








15, 





JANUARY 1955. 
To: J. J. Ritter, Nicaro. 

From: W. E. Taylor, New York office. 

Subject: Inclusion of contractors rented equipment in policy No. 40—-14017-H. 

Dear Luis: I have a copy of your January 6, 1955, letter to Mr. W. R. Brown 
and I fear that the authorizing of Johnson & Higgins to include rented motor 
vehicles under their policy does not coincide with the instructions we received 
from GSA. 

As you know, the Habana office is obtaining bids from various insurance 
companies and in strict accordance with written instructions received from 
GSA, the comprehensive general liability insurance policy is to include compre- 
hensive automobile liability (bodily injury and property damage) covering al! 
vehicles and teams owned by the Cuban Nickel Co. and operated by Snare- 
Merritt and (vehicles and teams) hired or rented by Snare-Merritt. 

I take this to mean that if the 4 vehicles owned by 3 different individuals are 
hired or rented by Snare-Merritt for the project, they would be insured for 
bodily injury and property damage liability under the policies presently contem- 
plated by Habana and for which invitations to bid are now in process. 

It seems to me that if this is to be changed, we should receive such instructions 
from GSA through National Lead Co. 

Your further advices would be appreciated. 

Very truly yours, 
W. E. Taytor, Insurance Adviser. 






SNARE-MERRITT, 
Nicaro, Oriente, Cuba, January 18, 1955, 

Inter office letter to: Mr. W. E. Taylor, New York. 

From: Mr. L. J. Ritter, Nicaro. 

Subject: Insurance, automotive. 

Dear Mr. Taytor: Thanks for your letter of January 13, 1955, acknowledging 
receipt of copy of my letter of January 6 to Mr. W. R. Brown on the subject 
of inclusion of Snare-Merritt equipment under Cuban Nickel Co. policy Ne 
40-14017-H. 


74804—56——_31 
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In order to give you a more detailed explanatiun on this, I wish to explain the 
background of the whole matter and keep you informed of the negotiations that 
may develop in connection with the subject insurance. 

Just recently, the question Came up regarding insurance on all of the auto- 
motive equipment, property of the Cuban Nickel Co., which is presently used by 
Snare-Merritt in connection with the expansion program at Nicaro. 

Mr. Brown brought up the question, through Mr. Hayman of the National Lead 
Co., that in line with Cuban laws and regulations, the owner of such equipment, 
which in this case is the Cuban Nickel Co., is obliged as owner to have the cor- 
responding insurance coverage on all of their equipment, and they are presently 
carrying comprehensive automobile liability (bodily injury and property dam- 
age) with the Commercial Insurance Company of Newark, N. J., under policy 
No. 40-14017-H. 

This insurance, as explained to me by Mr. Brown, covers and includes the 
liability of the Frederick Snare Corp. and/or Merritt-Chapman-Scott of Cuba, 
Inc. Under this policy they also include the operating company who are also 
using Government equipment registered under the official name of the Cuban 
Nickel Co. This coverage is with respect to the maintenance, operation, or use 
of all existing automotive equipment. 

In view of the above and in order to avoid duplicating the premium on this 
type of insurance which the Cuban Nickel Co. has to carry under the Cuban 
law, we have been requested not to duplicate same. 

However, Mr. Brown further explained to us that we should not take any 
action as far as canceling our present provisional binder, nor cancel the bids 
on which we are presently working until hearing further from him, after he 
clarifies some questions with Washington. 

The way things look now is that probably they will request us not to take 
out any insurance directly by us; however, we are holding up all action until 
received a definite reply from Mr. Brown and the National Lead Co. on this 
subject. 

The intention of this letter is to keep you informed of the present status. Just 
yesterday Mr. Brown further informed me that he had already contacted Wash- 
ington on this subject and he will advise us as soon as he has a definite reply. 
In view of the circumstances, I would suggest that we leave matters the way 
they are so that if, later on, we receive specific instructions, we can cancel our 
provisional binder or the final policy. 

I will keep you advised on this subject. 

Sincerely yours, 
L. J. RITTER, 
Office Manager. 


JANUARY 25, 1955. 
Mr. A. J. ERLACHER, 
Project Manager, National Lead Co., 
New York 6,N.Y. 


Dear Str: Enclosed in duplicate is copy of letter from our Nicaro, Cuba, office 
dated January 18, 1955, pertaining to liability and property damage insurance 
on motor vehicles owned by Cuban Nickel Co. and operated by Snare-Merritt. 

This matter was discussed in detail in Washington in a conference with Mr. 
Pinkley on December 17, 1954, and it was the unanimous decision to insure the 
vehicles under the insurance plan proposed for the project and approved by Mr. 
Pinkley. 

Invitations to bid on the insurance, including the operation of motor vehicles, 
are now in the hands of various insurance companies in Cuba, and their pro 
posals are expected in New York about February 7. 

When the definitive policy is awarded, it will include the interest of Cuban 
Nickel Co. and at that time, Cuban Nickel Co. can cancel the insurance it affected 
because the definitive policy will meet all Cuban regulations for licensing the 
vehicles. 

On the other hand, the contemplated policy could be endorsed to exclude the 
vehicles in question and presumably the insurance company would then consent 
to a downward revision in rate, but solely from an insurance viewpoint, it is de- 
sirable to have the automobile liability and property damage insurance in the 
same insurance company that provides general liability and property damage 
insurance. 
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If it is decided to retain the Cuban Nickel Co. policy and eliminate the vehicles 
tron’ the project’s insurance plan, don’t you agree that we should be officially in- 
structed to that effect, because in his January 13, 1955, letter, Mr. Pinkley 
formally approved the insurance plan as written. 

Pending further instructions, we will proceed as originally contemplated. 

Very truly yours, 
SNARE-MERRITT, 
W. E. Tay Lor, 
Insurance Adviser 


GENERAL SERVICES ADMINISTRATION, 
February 2, 1955. 
Re Nicaro expansion automobile liability insurance. 
Mr. W. R. Brown, 
Resident Engineer, Nicaro Nickel Plant, 
Nicaro, Cuba. 

Deak Mr. Brown: We have reviewed your letter of January 12 (committee 
No. 115) regarding liability insurance covering on the Cuban Nickel Co.-owned 
vehicles used in the expansion program. 

In view of the fact that employees of the National Lead Co. and the H. K. 
Ferguson Co., as well as Snare-Merritt employees, are using Cuban Nickel Co. 
vehicles in the expansion program, and other factors, it has been determined 
that it would be best to cover all automobile liability under one insurance policy, 
that is, Cuban Nickel Co.’s policy No. 40-14017H issued by Commercial Insurance 
Co., of Newark, N. J. 

Costs incurred by Cuban Nickel Co. with respect to licensing and insuring of 
the vehicles used on the expansion program by the above companies should be 
billed by Cuban Nickel Co. to Snure-Merritt for reimbursement at Nicaro. Reim 
bursements would, of course, be deposited to the Cuban Nickel Co. account in 
Cuba. 

Costs incurred by Cuban Nickel Co. in connection with licensing and insuring 
vehicles assigned to Nickel Processing Corp. for use in operations should con- 
tinue to be handled in the same manner as at present. The insurance should 
continue under the above policy. 

The above policy should be endorsed to cover the National Lead Co. and the 
H. K. Ferguson Co. The National Lead Co. is being advised to have Snare- 
Merritt cancel its binder for automobile liability insurance. 

When the above endorsements have been issued, copies should be forwarded 
to interested parties, including this office. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


CuBAN Nicke Co., February 7, 1955. 
Subject: Insurance. 
Interoffice letter to: Mr. A. I. Hayman, SM, project manager. 
From: Mr. W. R. Brown, resident engineer, GSA. 

There is attached a copy of al etter dated February 2, 1955 (PNP), from the 
chairman of the Nickel-Graphite Committee containing instructions regarding 
automobile liability insurance. 

You will note that Cuban Nickel Co. will carry insurance for all of its vehicles 
under Commercial Insurance Co., of Newark, N. J., policy No. 40-14017H, and 
that Snare-Merritt is to cancel its binder. 

We are requesting endorsements to this policy to cover National Lead Co. and 
the H. K. Ferguson Co. 


a 


Tie 


ry 


W. R. Brown, 
Resident Administrator. 
Approved : 
ARTHUR I. HaYMAN. 
February 28, 1955. 
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FEBRUARY 14, 1955. 


MEMORANDUM: ANALYSIS OF WORKMEN’S COMPENSATION AND COMPREHENSIVE 
LiaBILITy Bips 


Invitation to bid on the subject insurance was offered to seven insurance com- 
panies in Habana. The Insurance Company of North America refused the 
invitation stating that it does not write this type of insurance in Cuba. 

The following companies replied to the bidding invitation: 

1. La Alianza, Compania Nacional de Seguros, S. A. 
2. Cia. Cubana de Seguros El Globo, S. A. 

3. American International Underwriters Corp. 

4. Compania Cubana de Fianzas 

5. La Consolidada, Compania de Seguros, 8S. A. 

6. Compania de Seguros La Canera, S. A. 

La Canera declined to bid stating that the conditions imposed by the invitation 
prevented it from so doing. It is interesting to note that its letter declination is 
dated December 30, 1954, approximately 2 weeks before the invitation to bid was 
distributed to the insurance companies. 

La Consolidada submitted a bid for workmen’s compensation only, but made 
no attempt to comply with the general conditions governing the bidding. It is 
stated that its reinsurance was with an English company, although if awarded 
the insurance, it could place part of the reinsurance with a United States concern. 
Obviously this bid is not satisfactory. 

El Globo states in its bid that its policyholders surplus is less than the amount 
required by GSA. To offset this deficiency it states that each policy is 100 
percent guaranteed by an English company. Because it was at GSA’s insistence 
that only Cuban and United States insurers and reinsurers be considered, it is 
believed that this bid wiil not be satisfactory to GSA. 

El Globo’s bid further states : 

“We recognize the right of Snare-Merritt to designate its own brokers, provided 
they are duly qualified and accept the appointment on the terms submitted by 
us.” This is not satisfactory to Snare-Merritt. 

Fianzas also states its policy is 100 percent guaranteed by an English company. 
The difference, however, lies in the fact that Fianzas’ unobligated surplus is 
well in excess of GSA’s minimum requirement. 

The bid received from American International Underwriters, solely from a 
protection standpoint, is the best bid because it offers the most liberal policy terms. 


ANALYSIS OF COST 


Listed below is the percentage that each company will return to the insured 
in consideration of the insurance company not being charged for job-site medical 
expenses incurred. The next column is the rate proposed for comprehensive 
liability. 











Pereent Liahility rate 
returned per $100 of 
} premium rate 








1, La Alianza, Compania Nacional de Seguros, 8S. A | 45 $0. 10 
2. Cia. Cubana de Seguros E] Globo, 8S. A R 45 1, 062 
3. American International Underwriters Corp... iia cae edie sep aan eee 36.5 . 06 
4. Compania Cubana de Fianzas-__--- I dt h 3 £5 Ud 30 25 
5. La Consolidada, Compania de Seguros, BR diel iid Sey uae bs asa lcedsan 30 (2) 


: a — per $100 of subcontractors payrolls, plus specific charges for each motor vehicle. 
oO . 


While at first glance the discounts ranging up to 45 percent of the Cuban 
minimum tariff rate appear to be most advantageous, further study hag indi- 
cated that the interests of the United States Government would best be served 
by exploring the possibility of writing the workmen’s compensation insurance 
on the same war projects rating plan, which is currently being used by other 
agencies of the Government on practically all the outside of United States con- 
struction projects. National Lead Co. have indicated that under a similar plan 
Nickel Processing Co. is presently receiving a credit of 71 percent as compared 
to the maximum credit offered herein of 45 percent. 
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RECOM MENDATION 


It is recommended that all of the bids be held in abeyance for the time being. 
This will be no hardship because insurance is presently on binder and the con- 
tract is fully protected. 

In the meantime, we will ask one of the Cuban insurance companies to nego- 
tiate with the authorities regulating workmen’s compensation insurance in 
Cuba and make every effort to obtain approval of the United States Government’s 
own rating plan. It is our considered opinion that only in this way can the best 
interests of the United States Government be served. 

If the Cuban insurance authorities will not approve the plan, and it is diffi- 
cult to see how they can refuse if properly approached, we can still accept the 
best of the above bids and Snare-Merritt, National Lead Co. and GSA will all 
have the satisfaction of knowing that we have explored every avenue and made 
every effort to effect all possible insurance premium savings. 

Complying with this recommendation cannot possibly increase insurance costs 
and may very well result in a substantial reduction in cost to the Government. 

For reasons which are self-evident it would be wise not to ask the lowest bidder 
to negotiate with the Cuban rating authorities for the war projects rating plan. 


FEBRUARY 28, 1956. 


MEMORANDUM: ANALYSIS OF WQRKMEN’S COMPENSATION AND COMPREHENSIVE 
IABILITY Brips 


Invitation to bid on the subject insurance was offered to 7 insurance com- 
panies in Habana. The Insurance Company of North America refused the in- 
vitation stating that it does not write this type of insurance in Cuba. 

The follewing companies replied to the bidding invitations : 

1. La Alianza, Compania Nacional de Seguros, S. A. 
2. Cia. Cubana de Seguros E] Globo, 8. A. 

3. American International Underwriters Corp. 

4. Companio Cubana de Fianzas 

5. La Consolidada, Compania de Seguros, S. A. 

6. Compania de Seguros La Canera, S. A. 

La Carena declined to bid stating that the conditions imposed by the invitation 
prevented it from so doing. It is interesting to note that its letter declination is 
dated December 30, 1954, approximately 2 weeks before the invitation to bid 
was distributed to the insurance companies. 

La Consolidada submitted a bid for workmen’s compensation only, but made 
no attempt to comply with the general conditions governing the bidding. It stated 
that its reinsurance was with an English company, although if awarded the 
insurance, it could place part of the reinsurance with a United States concern. 
Obviously this bid could not be considered. 

El Globo states in its bid that its policyholders’ surplus is less than the mini- 
mem requirement of GSA. To offset this deficiency, it states that each policy is 
100 percent guaranteed by an English company. Because of the requirement 
that only Cuban and United States insurers and reinsurers be considered, it 
was necessary to reject this bid. 

El Globo’s bid further states: 

“We recognize the right of Snare- Merritt to designate its own brokers, pro- 
vided that they are duly qualified and accept the appointment on the terms 
submitted by us.” 

This is not satisfactory to Snare-Merritt. 

Fianzas also states its policy is 100 percent guaranteed by an English company. 
The difference, however, lies in the fact that Fianzas’ unobligated policyholders 
surplus is well in excess of GSA’s minimum requirement. 


ANALYSIS OF COST 


Listed below is the percentage that each company will return to the insured 
in consideration of the insurance company not being charged for job site nv i'cal 
expenses incurred. The next column is the rate proposed for compreh ixive 
liability. 
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| 
Percent | Liability rat 
returned | per $100 of 
premium rate 


i | nee | a ian 


1, La Alianza, Compania Nacional de Seguros, S. A.-.......------------- cn 45 $0. 10 
2. Cia. Cubana de feguros El} Globo, 8. A..........--..-..---.-.--..---..--- 45 1. 062 
3. American International Underwriters Corp---.--....-...-.-..------------ 36.5 - 06 
4. Compania Cubana de Fianzas_---.-....-...-.----...--------- ddd chdaniets 30 . 25 
5. La Consolidada, Compania de Seguros, A. S......-.-.-.-----.-..--.---- 30 (2) 








: fay snes per $100 of subcontractors payrolls, plus specific charges for each motor vehicle. 
No bid. 


After the bids were formally opened, the president and managing director of 
Fianzas came to New York, and in a conference attended by representatives of 
Snare-Merritt, National Lead Co., and GSA, he offered to apply the experience 
modification of 1634 percent credit on the construction rate, earned in Cuba by 
Frederick Snare Corp., to the workmen’s compensation policy of Snare-Merritt. 

In an effort to be fair to the low bidder, La Alianza, it was given an oppor- 
tunity to offer the same experience modification and it did so by an acceptable 
addendum to its bid. 

American International Underwriters, the only other acceptable bidder, was 
not given the same consideration because even if it agreed to apply the experi- 
ence modification, its bid would not be low. , 

The lowest bid for workmen’s compensation by La Alianza is therefore: 

1. Cuban minimum tariff rate—subject to an experience modification of 
1634 percent credit on the construction rate. 

2. Credit of 45 percent of the net premium to be reimbursed to the insured 
for medical care and hospital facilities. 

Of the net premium developed before application of the 45-percent ‘credit, the 
insurance company is required by Cuban law to pay Cuban taxes of 6% percent 
and brokers’ commission of 10 percent. 

Assuming that the experience credit of 1624 percent of the construction rate 
would produce an overall credit of 15 percent, the insurance company’s net 
retention would be less than one-third of the gross premium ; computed as follows: 


Percent 
C3000 PO RUIINE ial aig hick Bhi es ei ati tl bo eter le ce cnn apbete 100 
Less experience modification 15 percent____.__.-.__._-_-__-__-_----_---~- 15 
OE bs nts i case tasni sacs a asacetalnes ae dele dun Fh naselesem ebsslathinioes 5 
Less credit for medical expenses 45 percent. _----_--___-------------- 38, 25 
ct iki tats dst dieeeenmnageenioecntiiede~otere-srenie dette eine 46, 75 
Lees brokers commission 10 percent... ic sckiisdnicie dn eee bites ieon 8. 50 
38. 25 
Lees Cuban tames O46 Percent ek sists de entd pe ash simone nee 5. 52h 
Dent VOIR no ee ee. Ba lhe Na rae eas 32, 725 


It is our considered opinion, confirmed by competent unbiased insurance 
authorities that the net retention is too little and that the low bidder will not 
have enough premium to faithfully perform its obligations under the policy. 
Acceptance of the low bid can result only in unsatisfactory adjustment and 
payment of workers’ claims. This will not be to the best interest of the United 
States Government, to say nothing of the dissatisfaction which must necessarily 
arise between the insurance company and Snare-Merritt and National Lead. 

If GSA awards the insurance to the low bidder. it must recognize that it will 
be called on to settle disputes and disagreements that will arise not between the 
insurance company and the insured but between the insurance company and 
Cuban citizen workers. 
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SNARE-MERRITT, 
New York, N. Y., May 10, 1955. 
Interoffice letter to: Mr. Manuel Gamba, vice president, Habana office. 
From: Robert R. Ellis, Jr. 
Subject : C—1800, Nicaro, insurance. 


DEAR ManoLto: This will reply to the last paragraph of your letter of May 
3, addressed to Mr. Purdy in regard to the Cuban broker for the insurance at 
Nicaro. Inasmuch as Mr. Cremer has been handling the matter almost exclu- 
sively it was felt necessary to consult him in this respect, which I did this 
afternoon by telephone with the following results. Mr. Cremer suggests that 
you arrange with your Cuban broker to handle the overall insurance brokerage, 
which would include the policies covering New York operations as well as the 
Cuban operations; in other words the broker would receive his commission on 
the entire insurance setup. Mr. Cremer suggests that the brokerage commission 
be effective the date of the original binders, which I believe was in September 
of last year. 

As you know it has been agreed that Balmer & Moore are to receive two-thirds 
of the brokerage commission; therefore, the Cuban broker would be given one- 
third and we expect that you will be able to make arrangements on this basis, 
judging from your letter of May 3. 

Incidentally, Balmer & Moore have approved our letter to them of May 3, 
outlining the two-third commission payment to them, a copy of which is attached. 

Bill Taylor says that both brokers must comply with the insurance laws of 
both Cuba and New York State, but that is something the brokers must work out 
between themselves, as it is not pertinent to us. 

If there are any further questions on the above, please let us know. I am 
trying to reach you by telephone to explain all of the above to you, but in view 
of the fact that I shall be in Philadelphia tomorrow I thought it best to write you 
tonight. 

Sincerely yours, 
Rosekrt R. ELxis, Jr., 
Vice President. 


Mr. Brooks. At this point, I would like to ask you just a couple of 
short questions, Mr. Cremer, concerning the employment of this man 
Frank Luther as a public-relations counsel. 

You may be aware of Mr. Mansure’s testimony in regard to the 
hiring of Frank Luther by the Snare Corp. He testified in the tran- 
script at page 491 that one day “out of a clear blue sky” you asked 
him “How long have you known Frank Luther?” and that “To my 
amazement, several weeks later a friend said to me ‘Did you know that 
Frank Luther is working for Frederick Snare?’ ” 

Now, you testified substantially to the effect that Mr. Mansure said 
ou would benefit by having a public-relations man, and you asked 
im if he knew a good one, and he recommended Mr. Frank Luther. 

Now, Mr. Cremer, the subcommittee just wants to know if you still 
adhere to your testimony on this point ? 

Mr. Cremer. Yes;I do. I imagine Mr. Mansure is pretty busy and 
he probably had forgotten it. 

Mr. Brooxs. You did not, out of a clear sky, ask him “How long 
have you known Frank Luther?” 

Mr. Cremer. I don’t remember having asked any such question. 

Mr. Moss. I wonder—on Mr. Frank Luther, I have one question. 

Mr. Brooks. Certainly. 

Mr. Moss. Mr. Cremer, had you ever heard of Frank Luther prior 
to the time his name was mentioned to you by Mr. Mansure? 

Mr, Cremer. I believe I. had heard the name, Either Mr. Mansure 
or perhaps George Arnold. 

Mr. Moss, Did you ever have him under consideration for any po- 
sition or services prior to the time you talked to Mr. Mansure? 
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Mr. Cremer. No. 

Mr. Moss. That is all. 

Mr. Harpy. May I pursue that ? 

Mr. Brooxks. Mr. Hardy. 

Mr. Harpy. What is the nature of the service that Mr. Luther has 
been performing for you, Mr. Cremer ? 

Mr. Cremer. Principally in calling to our attention projects that 
he hears of, plants that are going to be built somewhere, enlargements 
on existing plants, perhaps. 

Mr. Harpy. Did he ever take you to any conferences in Washing- 
ton and introduce you to people in Washington ? 

Mr. Cremer. I believe he did on one occasion. It was not a very 
important one. Some man in one of these foreign agencies. I have 
forgotten the name of it. 

Mr. Harpy. Is that the only one? 

Mr. Cremer. Yes. 

Mr. Harpy. Did he ever take you for any discussion with anybody 
that is high in political life? 

Mr. Cremer. I don’t believe so. 

Mr. Harvy. Ever arrange any appointments for you with people 
who hold public office ? 

Mr. Cremer. Not so far as I can remember. 

Mr. Brooks. Our inquiry will now be made toward the microfilms 
that were made by the General Services Administration of certain 
files of the Frederick Snare Corp. and that were subsequently turned 
over to the Justice Department. 

Now, in your subpena, you were asked to bring those records with 
you, and I wondered if you had them now in your possession here? 

Mr. Cremer. No, I didn’t bring them, Mr. Chairman. I am unable 
to tell you what those records are, even. Those people went through 
our files and took away what they liked. I really have no record of 
what they did. 

I suspected they took some of our records and kept them, but I have 
no proof of that other than that I can’t find some of them. 

Mr. Brooks. Well, now, would you just narrate substantially to the 
subcommittee what took place in all of this microfilming by the GSA 
beginning at the time you were first approached by a General Services 
Administration representative ? 

Mr. Cremer. I think it was on August 18, some date in that neigh- 
borhood, on or about August 18, that we had a visit from two repre- 
sentatives of GSA who showed their credentials and wanted to ask 
some questions. 

They were there, perhaps, half a day, and they seemed satisfied. 
They asked where our files were on this work, and I showed them the 
files, and in one section where I keep my private files, and I also told 
them those are my private files and have nothing to do with this job. 

They seemed satisfied, and they looked through them hastily and 
wanted to go down to Trinity Place, which is the office of Snare- 
Merritt, so I gave them an introduction to the deputy project manager 
down there, and when I went in there in the afternoon, they were 
there for a couple of hours, at least, microfilming the records in that 
office, which took them about 2 full days. 

Then the next week they came back, about Wednesday of the fol- 
lowing week. That would be something like the 22d or 23d, some- 
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where in there. They thought they would have to microfilm some of 
our records. So I showed them again which were the job records, and 
they were there for about 3 days. I stayed with them most of the time, 
but they left after the second day, and I thought they were through. 
They said that was about all, but I was out for a couple of days. I 
was busy down at Trinity Place, and I got back to find them working on 
these microfilms again, and I don’t know. 

They seemed to be over in the other section that I had told them was 
my private file, but they said, “No, we are only interested in insurance. 
That is all we have been asked to get.” But they were there for 2 or 3 
days—2 days after I thought they were through. 

r. Brooks. Was it your understanding that the GSA was only in- 
terested in microfilming records pertaining to the insurance ? 

Mr. Cremer. That is what they told me. 

Mr. Brooxs. Now, in Mr. Shacklette’s testimony, on transcript page 
1503, he said that Mr. Cremer— 


turned over to our special agent a large group of files which our special agent 
then proceeded to microfilm. 

Mr. Cremer later called up and said they had made a mistake and had handed 
us confidential files which he had not intended to give us. It is those confidential 
files in our possession which we looked over, not realizing at first glance that 
they were in any way distinct from the other files, but then we had the informa- 
tion, and I saw nothing else but to transmit it. 

— do you consider this account given by Mr. Shacklette as accu- 
rate 

Mr. Cremer. No; it is not accurate. I suppose he got that second- 
or third-hand. He didn’t even know anything about it of his own 
knowledge, and it didn’t happen as he said, but as I have told you. 

= Harpy. Yousaid that did not happen of Shacklette’s own knowl- 
edge. 
Mr. Cremer. Shacklette was not there. 

Mr. Harpy. Did you call Shacklette or anybody in GSA and say 
<a people are microfilming stuff they weren’t supposed to micro- 

m 

Mr. Cremer. No. I told these gentlemen that were doing it. 

Mr. Harpy. Mr. Chairman, I think we ought to get Mr. Shacklette 
back up here this afternoon. I suggest he be called so he will be avail- 
able if we need him. 

Mr. Brooxs. We may not finish with Mr. Cremer, but I think we 
may want to ask Mr. Shacklette a question or two. 

Mr. Harpy. I would like to understand, Mr. Cremer, your reference 
to “private files.” You were aware of this testimony that Mr. Shack- 
lette gave; were you not ? 

Mr. Cremer. I read that; yes. 

Mr. Harpy. That is what I mean. Prior to the time you received 
the subpena from the chairman. Well, certainly you were aware of it 
a you came down from New York. I am trying to think in terms 
ot———_ 

Mr. Cremer. You mean today / 

Mr. Harpy. Yes. 

Mr. Cremer. Oh, yes; I read it. 

Mr. Harpy. You must have known, then, insofar as the requirement 
of that subpena was concerned, it had to do with these files that Mr. 
Shacklette had termed to be “confidential files.” Wouldn’t you assume 
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that they were those private files that you said that he was microfilm- 


ing? 

Mr. Cremer. Well, you asked me to bring the files that they had 
— the material they had taken. I have no knowledge of what they 
took. 

Mr. Harpy. I think that may have been an unfortunate wording. 

Mr. Cremer. You have already had all our files, you know. The last 
hearing that I attended—— 

Mr. Brooks. To clarify the record, he made available to the subcom- 
mittee everything in his office, and brought most of it down at the last 
hearing, and we retained the insurance files, which we were primarly 
concerned with at that time. He told us we could look at anything in 
the office, but we didn’t know exactly what part of it they had trans- 
mitted, and so there is a whole trailerload of files, and unless we had 
the staff spend 3 or 4 days there reading, it would be pretty difficult 
to determine what actually was in them. 

Mr. Harpy. I think you are right. I hope we don’t have to do that, 
but I am going to suggest we do unless the Department of Justice 
comes through and authorizes us to get that information from General 
Services. 

Mr. Brooks. Because you were interested, and because Mr. Riehlman 
was interested in the FBI report or study, I wrote'the Department of 
Justice and asked them if they would make available to us that in- 
formation, and I have not heard from them yet. I called yesterda 
and talked to one of their officers and told him that the files were avail- 
able for the subcommittee to study, but that we could not tell which 
ones were involved without spending considerable money and time up 
there going through them—that we were willing, and it would save us 
some time and money and would expedite the conclusion of these hear- 
ings, if they would do it, but apparently they have some investigation 
going on over in the Senate that they are tied up with that. 

So the man I talked with said he didn’t have the authority to do it, 
and that Mr. William Rogers, the assistant to Mr. Brownell, was 
going to call me yesterday, but he never did. 

Mr. Harpy. Don’t you get a little bit put out at times when we are 
sidestepped for the Senate every time you turn around ? 

Mr. Brooks. Well, they have 6-year terms, Mr. Hardy. It does 
make a difference. 

Mr. Harpy. Now, Mr. Cremer, do I understand that you have a 
separate set of files that you classify as your private files, that the 
General Services were not supposed to have had access to; is that right ? 

Mr. Cremer. Yes. There were files there that go back over the last 
20 years, things that I had kept, my own personal files that have nothing 
to do with Nicaro. 

Mr. Harpy. Do those files contain any reference at all to Nicaro? 

Mr. Cremer. Only one file which handles correspondence that I 
exchanged with Havana at our Havana office, and occasionally there 
is a reference there to Nicaro—some of the other work. It is private 
correspondence between myself and Mr. Gamba, who is our vice presi- 
dent in Cuba. 

Mr. Harpy. Do those files contain any reference to any govern- 
mental official—United States Government official—during the period 
that the Nicaro contract was under consideration ? 

Mr. Cremer. It is quite likely that they may; yes. 
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Mr. Harpy. Would those records contain any reference to the chair- 
man of the Republican Committee ? 

Mr. Cremer. Possibly. I couldn’t answer that. 

Mr .Youncer. Would the gentleman yield? 

Mr. Harpy. In a minute. 

Mr. Youncer. I want to follow that with one question. 

Would it possibly pertain to the chairman of the Democratic Com- 
mittee ? 

Mr. Harpy. Thank you for that. I would like to get the answer. 

Mr. Cremer. The answer is “No.” 

Mr. Harpy. Do you know as a fact whether there is reference in 
those files to Mr. Leonard Hall? 

Mr. Cremer. It is quite likely that some reference is made there. 

Mr. Harpy. Well, now, I have a reason for asking that, Mr. Crem- 
er, and you are just stating that you think that that is a possibility. 
But you are not 

Mr. Cremer. I think it is quite likely. 

Mr. Harpy. How voluminous are those particular files? 

Mr. Cremer. Well, the files that you speak of 

Mr. Harpy. That is what I am talking of, just the private files. 

Mr. Cremer. Yes. Well, I should say they are about 1 cabinet, or 
3 drawers. 

Mr. Harpy. During the period of time that Nicaro contract was 
under consideration ? 

Mr. Cremer. That would be very small. Probably not one drawer; 
half a drawer or a third of a drawer in the files. 

Mr. Harpy. And that is pretty easy to isolate, so that our staff 
people wouldn’t have to spend a lot of time to get through that? 

Mr. Cremer. Yes. But you see the difficulty now is these things 
have been so disrupted. I don’t believe I have all my files. I am 
quite sure I can’t find them. 

Mr. Harpy. You mean to say that you think Mr. Shacklette removed 
some of your original filed documents? 

Mr. Cremer. I don’t know anything about that. I simply can’t 
find them. 

Mr. Brooxs. Could you locate them before he looked through them 
and microfilmed them ? 

Mr. Cremer. I can’t remember having any trouble about it. 

Mr. Harpy. Have you looked for them recently ? 

Mr. Cremer. Not within the last months. 

Mr. Moss. Do you feel there are fewer records there now than there 
were before the microfilming took place? 

Mr. Cremer. Yes. There is no doubt about that. 

Mr. Harpy. And you have no knowledge as to what happened to 
them ? 

Mr. Cremer. No, I have not. 

Mr. Harpy. You did not yourself remove them or cause them to be 
removed ? 

Mr. Cremer. No, I did not. 

Mr. Harpy. Now that being the case, if that is the kind of situation, 
we may have to call on your memory to try to reconstruct them a 
little bit. 

(No reply.) 
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© 

Mr. Harpy. Has there been any representative of the Department 
of Justice, or the FBI, to see you to discuss this Nicaro proposition 
with you since the time of the microfilming ? 

Mr. Bonsat. If the committee please, I would like to say that on 
these references to the other Government investigating agency, that 
Mr. Cremer would be glad to testify as to that in executive session. 
But we do not feel it appropriate to do it in a public session. 

Mr. Brooks. Well, if you think that is essential. We have tried to 
keep most of this as a public hearing, Mr. Bonsal, because we felt there 
was nothing to hide; we are not. trying to malign anyone. We were 
just discussing the facts and I didn’t think that we have any inelina- 


tion to injure anyone’s reputation. We are just trying to get the facts, 


and I feel that an open disclosure of the facts always seems to clarify 
things so much better. 

But if the committee thinks that 

Mr. Harpy. Mr. Chairman, my own feeling about it is that it might 
be—if that particular subject is pursued beyond the question that I 
asked—perhaps it should be done in executive session. However, I 
don’t see any reason why that question should not be answered in open 
session. 

Mr. Cremer. The answer is “Yes.” 

Mr. Harpy. Mr. Cremer, you say that some of your files are miss- 
ing—your private files—they are not where they belong, and I believe 
you indicated that you don’t know what has happened to them. Are 
they currently in chronological order, or in proper order—what there 
is there? 

Mr. Cremer. I believe so, yes. 

Mr. Harpy. Has there been any—have there been any documents— 
original documents—removed from that file recently by anyone, to 
your knowledge? 

Mr. Cremer. No. 

Mr. Harpy. Have you attempted to determine what specific docu- 
ments are missing from those files ? 

Mr. Cremer. I can’t answer this without going to the taboo subject 
that has just been put in executive session. 

Mr. Harpy. Well, I was not inquiring as to the specific ones that 
had been removed at the moment. 

Mr. Cremer. No. But the way I know that they were removed, that 
they weren’t there. 

Mr. Harpy. Mr. Chairman, I will leave it up to you as to what you 
think is best to do in connection with it. Personally I see no reason 
why we should not explore it. But, Mr. Chairman, I would make this 
suggestion: That these private files, during this period of time that 
would be covered by the Nicaro, be impounded by the committee. 

Mr. Brooxs. Well, would you be amenable, Mr. Hardy, to Mr. 
Cremer’s assurance that they would be available, and we could look 
them over ? 

Mr. Harpy. I would be amenable, subject to one stipulation which 
I don’t believe Mr. Cremer could assure us of, and that is that nobody 
else gets there and gets them before we do. I don’t want this business 
made subject to the whims of the Department of Justice. So I would 
suggest that a subpena be issued forthwith to impound those files so 
that what is there will be available to us. 
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Mr. Brooks. Well then, could we interpret the subpena that you 
received, Mr. Cremer, to mean those files, and that you will make them 
available to us? 

Mr. Harpy. Mr. Chairman, I would object to that. 

Mr. Brooks. Why ? 

Mr. Harpy. Because I don’t think that is specifically clear. These 
high-powered lawyers down at the Justice Department, if they are 
trying to cover up, will be able to get some technicalities in it. 

Mr. Brooks. All right. We will issue a subpena this afternoon for 
them before he leaves. 

Mr. Harpy. That would be my suggestion. 

Mr. Brooxs. They are not too bulky, are they? These particular 
files we are discussing ¢ 

Mr. Cremer. Well, those files are not too bulky, no. 

Mr. Harpy. We are talking about the private files for the period 
of time that would cover any aspect of this Nicaro project. 

Mr. Cremer. Yes. 

Mr. Brooks. We would issue a subpena this afternoon and give it 
to you for those files, and we would assure you of returning them in- 
tact. All that you send down here you will get back from this sub- 
committee. 

Mr. Harpy. So long as we get copies. 

Mr. Youncer. Well, I don’t understand what you are talking about. 


Are these files in your possession, Mr. Cremer ? 
Mr. Brooks. That is right. 
Mr. Youncer. Why do you make the insinuation that you don’t 


trust the high-powered lawyers down there and that they may steal 
the files? 

Mr. Harpy. Simply for this reason 

Mr. Youncer. The files are not down there. 

Mr. Harpy. It is not that they would steal them, Mr. Younger. 

Mr. Youncer. That was the inference I got out of your question. 

Mr. Brooks. Well, gentlemen 

Mr. Harpy. I am rough enough, but don’t misinterpret. 

Mr. Younger. That is the impression I got from your statment. 

Mr. Brooxs. What he means is—what happened in the instance of 
these files in the first place is that instead of taking the documents 
themselves, the GSA microfilmed those documents, and then possibly 
to prevent us from getting a chance to look at them, they turned them 
over to the Justice Department and said “Now that we have done that, 
we can’t give you the microfilms.” 

It ismy understanding they gave the Justice Department only photo- 
stats, and the Justice Department has been occupied very much lately 
with some grand jury investigation in the Senate. 

So I haven’t gotten a clear answer to whether they will release them 
tons. ' 

Mr. Youncer. I am trying to get some connection between the Jus- 
tice Department, and files that are in Mr. Cremer’s office. 

Mr. Harpy. I will clear that up for the gentleman. My own feel- 
ing is that there is something in these files that somebody wants to 
hide. I don’t know who, but I have that feeling, and I want to satisfy 
myself at-least insofar as I can with respect. to the files that remain. 

Now, the point is this: The Justice Department and General Serv- 
ices now have photostats or microfilms which they have thus far de. 
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clined to turn over to this committee. If that same information is 
available in the files of Mr. Cremer, if they won’t give us the photo- 
stats, it is entirely conceivable that they might try to impound those 
files before we can get tothem. That is the point. 

Mr. Youncer. Well, the only point that I think is erroneous is 
that they have not declined as yet to turn them over. They have made 
no answer at all; isn’t that true? 

Mr. Brooxs. Well, not in writing. Mr. Irons of the Department 
of Justice said that he could not authorize that, and that it would’be 
an exception to their normal procedure to allow me to have them, that 
he would talk to Mr. Olney. Mr. Olney is in the Senate and couldn’t 
answer yesterday. I said “I will call William Rogers myself. I 
talked to him before.” 

Mr. Rogers’ office said he was gone and was going off somewhere 
at 4 o’clock in the afternoon. He never did call back. This morn- 
ing neither party called me, and we had the hearing coming up, so we 
haven’t gotten the official and final answer from the Department of 
Justice as yet. It may be that they will see the logic of this. 

Mr. Harpy. I hope they will. 

Mr. Brooks. I hope they will, too. 

Mr. Harpy. I hope they will, because I don’t like to fire both bar- 
rels of my gun and not have anything to reload with. 

Hee Youncer. If they still give you the files, would you still trust 
them 

Mr. Harpy. If they will give us the files, then we have no need to 
pursue the matter further with Mr. Cremer. 

Mr. Youncer. All right. I just wanted to know if you trust them. 

Mr. Brooks. Do you have any further questions, Mr. Hardy? 

Mr. Harpy. No. 

Mr. Brooxs. Well, now, I would like at this point to clarify some 

misunderstanding we had about some visiting around that went on 
this past year, and you will recall, Mr. Cremer, that I called you and 
asked you about your visit with Mr. Hall, and you wrote the subcom- 
mittee a letter dated January 17, which is a part of our record as of 
the next day, and at that time you said: 
Referring to your telephone conversation on Monday, this will confirm that I saw 
Mr. Hall on two occasions in the first half of 1954. -However, I was not accom- 
panied by Mr. Mansure on either occasion. These were the only times I have 
ever seen Mr. Hall. 

This will also confirm that various investigators for the Government have 
visited us during December and early January, at which time they examined 
our files with respect to the Nicaro project, questioned me and other executives 
of the company. 

Now, Mr. Cremer, Mr. Mansure in his testimony gave a rather de- 
tailed account of the events leading to a certain visit to Mr. Leonard 
Hall’s office, and gave an account of the actual visit, and Mr. Mansure 
testified that at your request, as a courtesy to you, he allowed you the 
payee of accompanying him on this visit. I wondered if-you are 

amiliar with that testimony that he gave this subcommittee ? 

Mr. Cremer. Yes; Iam. 

Mr. Brooks. Well, in our letter dated January 17, which I just 
read—it is page 1234 of our transcript to this subcommittee, you stated 
ou had seen him on two occasions. You were not accompanied by 

r. Mansure on either occasion. Do you now adopt the contents of 
that letter as your sworn testimony ? 
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Mr. Cremer. Yes; I do. 

Mr. Brooxs. Could you give the subcommittee the exact dates of 
your visits to Mr. Hall’s office ? 

Mr. Cremer. There were two visits. The first was on June 3, and 
the second was on June 16. 

Mr. Harpy. Did you go with Mr. Mansure on either occasion ? 

Mr. Cremer. No. 

Mr. Harpy. Did somebody else make the appointment for you ¢ 
Did Mr. Mansure make it ? 

Mr. Cremer. No; he didn’t. 

Mr. Harpy. Did someone else make it, or did you go on your own? 

_ Mr. Cremer. I was accompanied on the first visit by a Representa- 
tive. 

Mr. Harpy. A Representative of whom. 

Mr. Cremer. A Representative of the United States, of the State 
of Pennsylvania. The House of Representatives. 

Mr. Harpy. Republican or Democrat ? 

If he was a Republican, I was going to let my friend ask who he was. 
If he was a Democrat, I want to find out myself. 

Mr. Younger. Answer the question. Was he a Republican or a 
Democrat ? 

Mr. Harpy. If he was a Democrat, I would like you to tell us who 
he was. 

Mr. Cremer. He was a Republican. 

Mr. Harpy. I don’t care to press it. Do you want to find out who 
he was, Mr. Younger ? 

Mr. Youncer. I never started this. 

Mr. Brooks. On which visit were you accompanied by this Repub- 
lican Congressman from Pennsylvania ? 

Mr. Cremer. The first visit, June 3. 

Mr. Brooks. On the second visit were you accompanied by anyone ‘ 

Mr. Cremer. No; I made the appointment myself, and I went over 
myself. 

Mr. Brooks. On the subject of republicanism, haven’t you been a 
Republican all your life ? 

Mr. Cremer. I have never voted anything else. 

Mr. Brooxs. Could you give the subcommittee the reason for these 
visits to Mr. Hall’s office ? 

Mr. Cremer. I had been told that I should see Mr. Hall, that various 
people had been seeing him. I think most of the contenders for this 
work had been over there at one time or another. | 

I don’t know why; but apparently he had been given a lot of mis- 
information about the Snare Corp. And I was particularly anxious 
to correct that and tell him the truth. Someone—I don’t know who— 
had told him that the Snare Corp. had been given the original Nicaro 
work by the Roosevelt administration as a reward for something. 

They were Democratic people. And I do not know what the story 
was. But it was all—— tee 

Mr. Harpy. All mixed up in Democratic politics? 

Mr. Cremer. And it was not true in the least, because the reason 
we were given the job was simply that the people who had charge 
of the property knew us. They were in Cuba. And we were in Cuba. 
We were the only American contractor in Cuba. So, actually they 
got us in there to make a survey of the property. 
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And after that, we were called on to build a pier, design and build 
a pier. And from then on to do the rest of the work. 

Mr. Brooxs. What misrepresentations did you think had been made 
to Mr. Hall concerning your contracting organization ? 

Mr. Cremer. I believe he had been told that Frederick Snare had 
had preference on the first job by the Roosevelt administration and 
on the second job by the Truman administration, That was in 1951 
and 1952. And now it was time for somebody else to get in there. 

Mr. Brooxs. And you pointed out to him what facts that you thought 
might offset that representation to him ? 

Mr. Cremer. I pointed out that the Snare Corp. were the only people 
that knew anything about Nicaro. That we were the ideal people 
to do it because we had the knowledge and the organization who had 
worked on the other two jobs, and that as far as this implication 
that it was favoritism and we had been given the job, I told him just 
how it had taken place. It was that train of circumstances which 
simply resulted in the fact that we were selected as the contractors on 
the whole undertaking. 

And then knowing all about the place, it was quite a natural choice to 
call us in to rehabilitate the plant when it was put in commission 
again in 1951 and 1952. 

Mr. Brooks. Now, at this point I would like to ask a couple of 
questions about this joint venture proposal, Mr. Cremer. 

You testified previously that just prior to July 238, 1954, Mr. Man- 
sure told you that Merritt-Chapman was out; they had disqualified 
themselves. Mr. Mansure wanted you to try to work out a joint ven- 
ture with the Raymond Concrete Pile Co. 

Exactly when did that conversation take place ? 

Mr. Cremer. He told me that on the 21st and again on the 22d. 

Mr. Brooks. Told you that on July 21 of 1954 and again on July 
22, 1954 % 

Mr. Cremer. Yes. 

Mr. Brooks. Is that substantially what he told you? 

Mr. Cremer. Yes, he did. There was more toit. There was another 
contractor involved who was linked with Raymond. I think they had 
gone into a joint venture themselves. 

And this other contractor happened to be the engineer designing the 
plant, the engineering firm that was designing the additional work. 
So, it was not deemed proper that he should be in it. 

He finally retired and left Raymond free so that they could go into 
another joint venture. 

Mr. Brooks. Well, then, on the morning of July 22, Mr. Mansure 
told you again to try and work out a joint venture with Raymond? 

Mr. Cremer. Yes. 

Mr. Brooks. But you later learned from Mr. Schott—and this was 
later confirmed by Mr. Mansure himself—that on July 22 Mr. Mansure 
agreed with Mr. Schott that the joint venture should be a Snare Corp. 
and Merritt-Chapman venture. 

Mr. Cremer. Yes. 

Mr. Brooks. Do you think that this reversal occurred on July 22 
of 1954, this reversal] from telling you that you would have Raymond 
Pile to work with in the morning of the 22d, reiterating his July 21 
statement, and his statement later that day concerning Merritt- 
Chapman. 
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Mr. Cremer. I have no way of knowing that. 
belief. 

Mr. Brooks. In the morning he told you to work with Raymond 
Pile; and then on that same day—didn’t Mr. Schott tell you that Mr. 
Mansure had said that they were to work with you ? 

Mr. Cremer. Yes, he did. 

Mr. Brooxs. Well, then, wouldn’t it indicate that there was a change 
of opinion of Mr. Mansure on that ver day, July 22? 

Mr. Cremer. That is pretty fair inference, I would say. 

Mr. Brooks. Do you know of any reason for this reversal ? 

Mr. Cremer. Only the testimony that has been given since which 
would indicate that on that date—I think the inference is that perhaps 
Mr. Balmer had something to do with that. 

Mr. Brooxs. Do you think that Mr. Balmer possibly called Mr. 
Mansure and said that they ought to drop Raymond Concrete Pile 
and pick up Merritt-Chapman ? 

Mr. Cremer. I don’t know. It is only a guess. But you can guess 
itas wellasI can. I don’t know that. 

Mr. Brooks. All you know is that in the morning he was for 
Raymond Concrete Pile and in the afternoon it was reported to you 
he was for someone else, Merritt-Chapman-Scott ? 

Mr. Cremer. Yes. 

Mr. Brooxs. What made you think that perhaps Mr. Balmer had 
had something to do with it? 

Mr. Cremer. Simply reading the testimony. 

Mr. Brooxs. The testimony of Mr. Balmer on his long friendship 


But that was my 


with Mr. Mansure, that particular testimony? Or what testimony, 


are you referring to? 

Mr. Cremer. No. I think he said something about seeing Mr. 
Schott in the Mayflower, or something about that, and about Schott 
appealing tohim. That is in your testimony. 

Mr. Brooks. I see. 

Well, is it your opinion, Mr. Cremer, that at the insistence of Mr. 
Schott that Mr. Balmer interceded with Mr. Mansure and succeeded 
in persuading Mr. Mansure to reverse his position ? 

Mr. Cremer. What was the question ? 

Mr. Brooks. Is it your opinion, Mr. Cremer, that at the insistence 
of Mr. Schott, Mr. Balmer interceded with Mr. Mansure and succeeded 
in persuading Mr. Mansure to reverse his position on July 22? 

r. Cremer. Of course I can’t know that. 

Mr. Brooks. Yes. But do you know of any other events which 
might help this subcommittee determine why Mr. Mansure selected 
Snare and Merritt-Chapman on July 27? 

Mr. Cremer. I can’t think of anything else. 

Mr. Brooxs. Do you think Mr. Wildner’s letter of July 23, 1955, 
to the General Services Administration might have had some bearing 
on it? 

Mr. Cremer. Well, of course, that could not be overlooked. That 
would be bound to give Mr. Mansure the idea that I had already agreed 
to a joint venture with Merritt-Chapman. It is so stated in that letter. 

Mr. Brooks. Had you agreed at that point? 

Mr. Cremer. Decidedly not. I had refused to do it. 
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Mr. Brooks. And yet the letter stated that you had agreed. 

Mr. Cremer. I have forgotten the wording; but it was something 
to that effect, that both parties had agreed to go along on some such 
deal as that. 

Mr. Brooks. This was not the case? 

Mr. Cremer. It was not the case as far as Frederick Snare Corp. 
was concerned. 

(Discussion off the record.) 

Mr. Youncer. There is one question arising out of the conversation 
before: When did you first learn that the Balmer & Moore Co. were 
not brokers authorized in New York ? 

Mr. Cremer. I cannot give you the date of that. I am sorry. It 
must have been around June or July 1955, or something like that. 

Mr. Younger. It was before you testified before the committee last 
time ? 

Mr. Cremer. Yes. 

Mr. Younger. You knew it at that time? 

Mr. Cremer. Yes. 

Mr. Younger. That they were not legal brokers in New York? 

Mr. Cremer. At the time ? 

Mr. Youncer. When you testified before, you had that information 
in your possession at that time ? 

Mr. Cremer. Yes. 

Mr. Youncer. Did the staff of our committee call on your office 
there in New York? 

Mr. Cremer. Yes. 

Mr. Younger. Did they call on your office down in Cuba? 

Mr. Cremer. I don’t believe so. 

I didn’t know about it if they did. 

Mr. Younger. Did they ask you questions in New York ? 

Mr. Cremer. Yes. 

Mr. Youncer. Did you make available to them all of your files? 
And did you answer all of their questions ? 

Mr. Cremer. I believe I did. 

The files were there. I told them that. I told them they were free 
to operate on them. Of course, your committee had already had the 
files m its possession down here. We brought them down, all that 
we had. 

Mr. Youncer. And that was all the files? And you answered 
thoroughly and completely all of the questions that were put to you? 

Mr. Cremer. I believe so. The first session that I had with the 
chairman and Mr. McDaniel was one in which I refused to answer 
some of the questions. I was not under oath. I was not subpenaed. 
And I refused to give out information of the kind they were asking. 

Mr. Youncer. When you first were interrogated ? 

Mr. Cremer. Yes. 

Mr. Youncer. Did you later give them that information ! 

Mr. Cremer. I think I gave it to you here in the committee. 

Mr. Youncer. But not to them before ? 

Mr. Cremer. No. 

Mr. Youncer. Did representatives of the FBI interrogate you / 

Mr. Bonsau. Could I further 
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He admitted a while ago that he talked with them. Did they inter- 
rogate you? . 

Mr. Cremer. Yes. 

Mr. Youncer. Did you answer all of the questions that they put to 
you? 

Mr. Cremer. No. Those same questions I refused to answer. 

Mr. Youncer. The same questions that you refused to answer for 
the staff ? 

Did anybody tell you not to answer those questions? 

Mr. Cremer. No. 

Mr. Youncer. You simply refused to answer on your own volition ? 

Mr. Cremer. Yes. 

Mr. Youncer. But all of those questions are now answered and are 
in the file? 

Mr. Cremer. I don’t know what is in the file. 

Mr. Youncer. I mean in the testimony ? 

Mr. Cremer. Yes; I believe so. 

Mr. Youncer. That is all I wanted to ask, Mr. Chairman. 

Mr. Cremer. I don’t know of anything they have overlooked. 

Mr. Youncer. That is all I had. 

Mr. Brooks. I had a couple of general questions, Mr. Cremer. 

Another matter in the record that we would like to have clarified 
is whether or not Frederick Snare ever actually operated the Nicaro 
nickel plant ? 

Mr. Cremer. Not the entire plant, but sections of it, yes. Sections 
that were capable of turning out the finished product. 

I think I have already described that in the previous hearing, that 
Frederick Snare had the responsibility for reactivating the entire 
plant. And in doing so, the effort was to put four furnaces in opera- 
tion as soon as possible. That was a crash program. And we did that 
in just about a year’s time. 

here was a lot of work to be done. And in about a year, we had 
four furnaces operating, and all the units that go in the train, the flow 
sheet, to make nickel oxide. 

Mr. Brooxs. Did you train any of the operating personnel in 
doing that? 

Mr. Cremer. Yes. To operate those four furnaces. And all these 
other units we had to train personnel for. 

Most of them came from our own force who were working on the 
rehabilitation. We took the most promising of them and broke them 
into the various duties and supervised it. At the same time we con- 
tinued with the rehabilitation of the other units of the plant. 

There were 12 furnaces. So that having started to operate 4, we 
still had to rehabilitate 8 of them. And we did so in pairs of 2 until 
all of them were operating. 

Mr. Brooks. Would you briefly explain the Cuban law in requiring 
that Cuban labor be utilized on such jobs as this expansion project. 

Mr. Cremer. The Cuban law requires that all labor must be Cuban. 
They will not permit other nationalities to come in there except under 
certain conditions where it can be proved to the satisfaction of the 
labor department that corresponding men are not available in Cuba 
technicians of various kinds, the top supervisory personnel, men in 
positions of trust with the company, and so on. 
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Mr. Brooks. Mr. Cremer, are you still officially the project manager 
for the expansion project ? 

Mr. Cremer. Yes. 

Mr. Brooxs. Did Mr. Mansure ever tell you that one major reason 
for his deciding on a joint venture was to relieve some of the pressure ? 

Mr. Cremer. Yes, he did. 

Mr. Brooks. There are three letters for the record which Mr. Man- 
sure gave to the subcommittee at the time he testified. And they are 
written by Mr. Mansure to Mr. Balmer. I think they are of interest 
to the matcimneitien, And I would like to have them placed in the rec- 
ord at this point. 

They are the letters that Mr. Mansure brought down to the subecom- 
mittee, if you recall, at the time he testified. 

(T he letters referred to follow :) 

APRIL 29, 1954. 
Re Alaskan Air Command furniture 
Hon. Wo. J. BALMER, 
Chicago, Il. 

DEAR BILL: Have had quite a talk with Fred Sparling about Pullman Couch’s 
bid, and he is very much upset about this. 

The difficulty is with the supplier, Pullman Couch itself. If they know of 
any irregularities or unfairness, they should have had one of their principals 
contact us immediately. 

The claim is that Levin Bros. of Minneapolis had an “in” and used influence. 
Now, I cannot see how this was possible because these were sealed bids and 
everyone who was interested in it should have been there to observe the whole 
procedure. 

This was a mighty nice order, a lot bigger than one would get from any indi 
vidual department store account or a number of accounts. Therefore, it be- 
hooves someone from each company, who is completely familiar with their op 
erations, to give personal attention to a matter as important as this. 

The second charge is that Levin Bros. obtained the business by not meeting an 
alternate to the specifications and not following the specifications. We are in 
formed by our Seattle office that this is noi correct, however, a thorough investi 
gation is being made. 

At present this is the situation: Pullman Couch was approximately $100,000 
higher on the bid on specifications than Levin Bros., the low bidder. On alter 
nate bid, Pullman Couch was $12,000 higher than the low bidder. 

Am informed that the bid was placed on specifications and not cn alternate 
bid, but not matter which way you figure it, Pullman was not the low bidder. 

Feel that this should be brought to Pullman Couch’s attention immediately, 
and if they know of any irregularities or have any charges, these should be 
made in writing at once so that a thorough and complete investigation can be 
made. 

If there are any irregularities or unfairness, full prosecution will be made: 
but Pullman Couch, or any other company, must not base their charges on rumor 
or hearsay. Such charges are very serious and could lead to damage suits. 

You know, Bill, that we are trying to do everything that we possibly can to 
be completely fair and to place business with qualified suppliers. When we 
receive charges of irregularities that are not based on fact, it is very discon- 
certing and puts the Government to a great deal of expense. 

Already we have had a number of long distance telephone calls back and 
forth on this particular matter because of charges of influence and favoritism 


Cordially yours, 
EDMUND F’.. MANSURE. 





(Routing slip attached to the following memorandum dated April 26, 1954:) 
APRIL 26, 1954. 
To: The Administrator. 
From: Clifton E. Mack. 
We think it might be that Mr. Mansure would want to see this before he leaves 
this afternoon as the gentleman mentioned in the attached memorandum indi- 
eated they would see him this afternoon late. 
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UNITED STATES GOVERNMENT, 


April 26, 1956. 
Office memorandum to : Commissioner, FSS. 


From: Director, Purchase and Stores Division, FSS. 


Subject: Household and Quarters Furniture Procurement for Alaskan Air 
Command by Seattle Regional Office. 


The following information pertains to certain items of upholstered and un- 
Seeeeertan household furniture which is in course of procurement by the Seattle 
office. 

Mr. Sparling, who represents the Pullman Couch Co., accompanied by Mr. 
Williamson, called at my office at the suggestion of the Administrator to discuss 
bids submitted on these items. It was stated that the bid of the Pullman Couch 
Co. is approximately $12,000 higher than the low bid submitted by P. B. John 
Furniture Co., Portland, Oreg. Doubt was expressed as to whether the John 
Co. possessed sufficient plant capacity to produce the items on which it was 
Stated to be the low bidder to meet the delivery schedule and that under these 
circumstances it would appear that the Pullman Couch Co. should be given 
favorable consideration. 

In the interest of time we called Seattle by phone and were advised that the 


John Co. is the low bidder meeting specifications on the following unupholstered 
items of invitation No. SE—O—DD-2490-1 : 


Units 
i li eee ee ee eee eee ne tee 854 
Jit FE Sn MMe gers eed ea 0G a ie ee Ss 3, 169 
I a 6, 993 
II In No een ee Oe ener 850 


Aggregate dollar value approximately $184,000. 


Seattle is satisfied that the John Co. can satisfactorily perform under the 
contemplated award to it. 


Levin Bros., Minneapolis, Minn., is the low bidder on specifications on the 
following upholstered items: 


Units 
ea ee ee ee 1, 660 
Item 38a, sectional chair (center section)... 22. 3, 132 
Item 18b, sectional chair (left arm section) 2, 56 


Item 18e, sectional chair (right arm section) 


Aggregate dollar value approximately $642,000. 

Levin Bros. presently hold a Federal Supply Schedule contract for this type 
of furniture, but, nonetheless, confirmation of his ability to perform is being 
made. 

According to telephone advices from Seattle, the bid submitted by the Pullman 
Couch Co. was approximately $100,000 high on the specification item, but the 
Pullman Co. submitted an alternate bid which does not comply with the 
specifications in an amount $12,000 higher than the low bids. 

This procurement is being made under competitive bid procedure and, accord- 
ingly, must be made to the lowest bidder complying with the specifications and 


the general terms and conditions of the invitation, and the Seattle office contem- 
plates proceeding on that basis. 


JULY 27, 1954. 
Hon. WriitaM J. PALMER, 


Chicago, Il. 


Dear Bit: You recall the discussions regarding complaints made by Chicago 
Stationers, Ine., Senator Arthur Bidwill’s company, and by John F. Scanlon, of 
Inland Pipe & Boiler Co., over not having the opportunity to bid. 

We have gone to considerable expense to have a thorough investigation of 
this by sending two compliance men from Washington to investigate the entire 
matter in Chicago. Following are the facts: 

John F. Scanlon, proprietor of Inland Pipe & Boiler Co., Chicago, Ill., stated 
that in August 1953 he had made a request to the Chicago region, GSA, for in- 
formation and guidance in obtaining Government business and that in November 
1953 he had requested that his name be placed on the bidders’ mailing list. He 
said, however, that he had never received an invitation to bid. 

Investigation disclosed that the Chicago region had listed his name to receive 
invitation, but that no invitations for pipe and boiler covering work had ever 
74804—56——33 
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been issued because this work is generally included in larger projects which are 
awarded to general contractors. He was advised that his opportunity to par- 
ticipate in GSA business would normally lie in obtaining subcontractors from the 
prime contractors. PBS regional officers have communicated with Mr. Scanlon 
and will give him appropriate guidance. 

Senator Arthur J. Bidwill, president of Chicago Stationers, Inc., stated that so 
far as he knew, his firm received all invitations to bid on class 53 office supplies. 
He indicated that he was interested in obtaining Chicago regional business and 
did not particularly desire to compete for the consolidated contracts awarded 
by the New York region or the Federal Supply Schedule contracts awarded by 
the Washington region. 

Senator Bidwill stated that the Crown Office Supply Co., operated by a relation 
of Jake Arvey, local Democratic politician, was obtaining considerable Govern- 
ment business and he implied that favoritism existed. He did not advance any 
specific information to support this implication. 

Investigation disclosed that Senator Bidwill’s firm has been on the bidders’ 
mailing list since July 1953 and has received all except possibly 2 or 3 
invitations since that time. The possible omissions resulted from a clerical error 
shortly after the name was placed on the list and this condition was immediately 
corrected. 

Examination of records and interviews disclosed no evidence of favortism 
but rather that Senator Bidwill’s concern had, in most instances, been underbid 
by other firms or had failed to bid. Two small awards have been made to Chicago 
Stationers, Inc., since July 1953, the last one being awarded during the course 
of this investigation. 

It was developed that Senator Bidwill and two of his employees had been 
interviewed by the regional director in the presence of the Administrator, and 
that purchasing officials had attempted to guide these individuals in the tech- 
niques of successful bidding. 

It was also disclosed that John F. Scanlon had visited Regional Director 
Skeen on two occasions and had been apprised of the fact that GSA would 
seldom, if ever, award a contract for boiler or pipe covering only; that, there- 
fore, he should solicit general contractors. 

You see, Bill, every time we run down these statements there are conflicting 
contributing matters involved. Now there is nothing that GSA has done wrong 
which has affected Inland Pipe & Boiler; what they must do is to check on 
the contracts let and then go after this business from the contractor who has 
taken the job. 

The trouble with Arthur’s firm is the question we have discussed of competi- 
tion. Many of the sources of supply are the manufacturers who are the same 
source of supply that he has, and of course this makes it tough. There is 
nothing we can do about it because everybody has the opportunity to bid. 

Now, as far as Crown Office Supply is concerned, I can assure you that there 
is no favoritism or in here at all. They just bid low and give services and if 
they deliver any merchandise that does not come up to specifications, it goes 
back. 

Greetings to you and your best girl. 


Cordially yours, 
EDMUND F.. MANSURE. 


DECEMBER 14, 1952 
Re Yakobi Island, Alaska, nickel—copper deposits 
Hon. WILLIAM J. BALMER, 
Chicago, Ill. 

Dear Britt: We have had a chance to review this matter and regret to report 
that it does not look very favorable. 

Serious question has arisen as to who is the legal owner of the properties. 

Examination, code drilling, sampling, and analysis by the United States 
Bureau of Mines and Geological Survey have shown an average metal content 
(nickel and copper), in the four mineralized zones tested, much below the limit 
which would permit economic exploitation. 

There are no proven reserves in the accepted sense of that term. The 
Bureau of Mines calculates in the zones tested a total of 10,340,000 tons of 
indicated and inferred reserves, of which amount about 4,680,000 tons is classified 
as indicated reserve, and with an average content of 0.346 percent nickel and 
0.217 percent copper. 


— tM to rp ml 1 
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Competent engineers have concluded there is no indication on the island that 
any additional tonnage which might be located on the island would average 
better than 0.33 percent nickel or 0.28 percent copper. 

Over the years the properties have been examined and sampled many times 
by other investigators, some representing the property owner and others repre- 
senting companies wishing to determine whether the property was interesting 
to them as a mining venture. Among these examiners is reported to have been 
the following : 

1. John R. Van Fleet of the Union Carbide Co. (1930). 

2. Charles Will Wright, United States Bureau of Mines (1931). 

3. Richard S. McCaffery, for Chemical Foundation Co. (1936). 

4. Dr. Haegbom and Dr. True Bagland, of Stockholm, geologist and metal- 
lurgist, respectively, said to have been representing Ed Creevy of Chicago and the 
Goring interests of Germany (1936). 

5. J. C. Rogers, Toronto, Canada. 

On March 6, 1952, Mr. Howard Young, Deputy Administrator, DMPA, wrote 
to Senator Joseph C. O’Mahoney. Taken from the contents of his letter is the 
following: 

“Public reports by the United States Bureau of Mines and the Geological Sur- 
vey are available on these deposits. Mr. Vevelstad challenges the accuracy of 
the assays in those reports and while he has been asked to submit documentary 
evidence to support his statements he has failed to do so.” 

In a memorandum of July 28, 1952, to Tom Lyon, Director, Domestic Expan- 
sion Division, DMPA, by Paul E. Pesonan, Chief, Iron and Nickel Ores Branch, 
DMPA, was written in part the following: 

“The results of the work conducted by the Bureau of Mines and the United 
States Geological Survey have not confirmed the assays and results of sampling 
by Mr. Vevelstad’s private engineers and geologists. Until Mr. Vevelstad is able 
to submit documentary evidence that the United States Government assays or 
samples from this deposit are in error, I am willing to abide by the conclusions 
that I have submitted to you previously that the deposits are not of commercial 
interest and further investigations by this agency are not warranted.” 

On June 5, 1948, Mr. Vevelstad wrote to Arthur M. Hill, Chairman of the 
National Security Resources Board : “The Cuban nickel project. referred to as the 
Nicaro Nickel Co., was conceived as a joke, its operation was a joke, its product 
was and is a joke both from a production as well as a metallurgical standpoint.” 

Of course, you know that the Nicaro is being operated very successfully and 
is producing about 10 percent of the present nickel supply. At all times it be- 
hooves us to be temperate in our statement and not get ourselves out on a limb. 

Now, as a personal reference, just want you to know that this entire matter 
has been subject to very careful scrutiny over a period of years. Several de- 
partments of the Government have a great deal of data and information on 
Yakobi Island, the last of the nickel deposits. 

To sum it up to date, it is not proven to be a project that could be successfully 
developed. If there were a chance of doing this, it would certainly be done be- 
cause an additional source of nickel would be of great interest to us. 

Cordially yours, 
EDMUND F.. MANSURE. 


Mr. Brooxs. Now, generally, Mr. Cremer, have you had any talks 
with any of the National Lead or the General Services Administration 
officials relative to giving testimony before any of the congressional 
committees ? 

Mr. Cremer. Could I have that question read again ? 

(Question read by the reporter.) 

Mr. Cremer. Yes, I have told the National Lead people who are 
interested —— 

Mr. Brooks. I am sorry; I couldn’t hear you. 

Mr. Cremer. I told the National Lead officials whom I saw the vari- 
ous questions that had been raised at the first hearing. I also had a 
talk with Mr. Mansure on September 21, when it was not known 
whether there were going to be any more hearings. 

And that question was mentioned briefly there. 
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Mr. Harpy. I wonder if he would give us the substance. 

Mr. Brooxs. Well, we will get to that. What was the gist of the 
conversation with the National Lead people when you discussed with 
them the questions raised at the first hearing? And whom did you 
discuss it with at National Lead ? 

Mr. Cremer. I talked briefly with Mr. Bender. who was their chief 
engineer, a man with whom I deal principally in connection with this 
undertaking. Simply a very brief outline of the various questions 
that you seemed to be interested in. 

Mr. Brooxs. Did you talk with anyone else in National Lead ? 

Mr. Cremer. I believe I did speak to Mr. Jerry Maiers, who is their 
representative in Nicaro now. I did talk with him just a few words. 

Mr. Brooxs. Did you talk with Mr. Wildner about it ? 

Mr. Cremer. I talked with him. But I don’t believe the subject 
was mentioned. I saw him here at the first hearing and I had a few 
words with him in the hall. But I think we were just commiserating 
with each other. And I don’t think there was anything really to dis- 
cuss. 

Mr. Brooxs. Then to get back to the meeting on September 21 with 
Mr. Mansure when he discussed the possibility of additional hearings, 
what was the gist of that conversation ? 

Mr. Cremer. Well, he was about to leave on a trip as I recall it. 
And he said if any more hearings are called, I suppose you will have 
{o testify again—or just testify, rather. 

And [I said, “Well, I don’t know. I wasn’t called this last time. 
They held two hearings, and I wasn’t called. I don’t know why they 
should want to talk to me.” And he said, “Well, I don’t think you have 
got anything to worry about anyway.” 

Mr. Brooks. And that was the gist of the conversation ? 

Mr. Cremer. That was most of it; ves. 

Mr. Brooks. Any more that might be interesting? How about 
those on September 21 when you were discussing the previous hear- 
ing and the possibility of some more? 

Mr. Cremer. Yes. We had congregated there in the Mayflower 
to discuss a lot of problems. Mr. Luther was there, and Mr. Pinkley 
was there. Some changes I wanted to talk about in our procedure 
and alot of things. We discussed a lot of matters. 

Mr. Harpy. Did you discuss any politics at all at that meeting? 
Any possible repercussions ? 

Mr. Cremer. I don’t think we talked any politics at all. 

Mr. Harpy. Did you discuss any possible repercussions that might 
develop from the hearings? 

Mr. Cremer. I don’t believe so. 

Mr. Harny. Nobody exhibited any concern among those associates 
who were there with you as to possible involvement ? 

Mr. Cremer. I wouldn’t want to say. 

Mr. Harpy. You had several people there from the General Services 
Administration at that time? 

Mr. Cremer. Two. 

Mr. Harpy. Just two? 

They were Colonel Pinkley and who else? 

Mr. Cremer. Mr. Pinkley and Mr. Mansure. 
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Mr. Harpy. And neither of them raised any question of possible 
embarrassment to themselves or involvement because of the hearings 
that had been conducted ? 

Mr. Cremer. Well, that is pretty hard to answer. 

Mr. Harpy. Well, now, I don’t think that ought to be hard to answer. 
You were present. And you must have heard the conversations. 

Did Mr. Mansure express any misgivings, any feeling, that he 
might become personally involved because of the hearing, to his 
embarrassment ¢ 

Mr. Cremer. Well, in effect, he did. 

Mr. Harpy. Did Colonel Pinkley ? 

Mr. Cremer. No. He was not present. 

Mr. Harpy. I understood you to say he was. Who was the other 
representative of GSA who was present ? 

Mr. Cremer. Mr. Pinkley and Mr. Mansure. 

Mr. Harpy. That is what I thought you said. 

Mr. Cremer. The conversation to which I refer he was not present at. 

Mr. Harpy. Have you at any other time heard Mr. Mansure express 
any feeling that this Nicaro proposition might prove to be of embar- 

rassment to him ? 

Mr. Cremer. I don’t think so. I don’t believe he felt that it was 
going to embarrass him. I don’t think he was concerned with i 
at all. 

Mr. Harpy. I thought you testified a moment ago that he did antici- 
pate some embarrassment. 

Mr. Cremer. Some possible repercussions. 

Mr. Harpy. Outline for the committee just what was the nature of 
his concern. 

That should not be too hard, Mr. Cremer. It might be a little 
embarrassing for you; but it ought not to be too difficult. 

Mr. Cremer. It is embarrassing. I couldn’t talk to you about that 
iN open session. 

Mr. Harpy. I don’t know of any reason for having that in closed 
session, do you, Mr. Chairman? 

Mr. Brooks. It seems to me the public would be entitled to know 
whether or not they were trying to hide something down at GSA or 
not. I have no objection to finding out if they are. 

Mr. Harpy. I have simply asked for your recollection of the con- 
versation, if Mr. Mansure expressed concern or embarrassment be- 
cause of possible involvement or repercussions that would have some 
personal effect on him. 

Mr. Cremer. Well, that is a conclusion I would not be warranted 
in reaching—the effect of anything. 

Mr. Harpy. I am not asking you to comment on the effect. I am 
asking you to comment on your conversation with him with respect 
to his expressed concern of that nature. 

Mr. Cremer. You are asking me to pass on what was in his mind. 

Mr. Harpy. No, sir; I am not. I never have asked you to pass on 
what is in his mind. And if I ever have asked you to do that, I with- 
draw that question quickly. I merely asked you to pass on to this 
committee the conversation that you had with Mr. Mansure. 

I am not asking for hearsay evidence, or anything in his mind ex 
cept what he said. 
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You have just indicated that you were willing to do it in executive 
session and it would be somewhat embarrassing to you. I regret that 
it is an embarrassment to you or to anyone else; but I must insist that 
we get an answer to the question. 

Mr. Bonsat. Could we adjourn this a couple of minutes and let me 
talk to the witness because that is all news to me? 

Mr. Brooks. If you like, at this point we will adjourn for a few 
minutes. Why don’t we take a 10-minute recess. 

Mr. Harpy. Let’s make it 5 minutes. 

(A short recess was taken.) 

Mr. Brooxs. Mr. Hardy, did you want to pursue that line of ques- 
tioning ? 

Mr. Harpy. Yes, I would. I would just like to ask Mr. Cremer if 
he has gotten together here now with his counsel so he can go ahead 
and recall that conversation for us. 

Go ahead, Mr. Cremer. Don’t be bashful. 

Mr. Brooxs. Why don’t you restate the question that you would 
like to have him answer? 

Mr. Harpy. I think Mr. Cremer recalls the question pretty well. 
We were discussing a conversation that he had with Mr. Mansure in 
which Mr. Mansure expressed a possibility that the hearing that had 
been conducted of this matter of the contract for Nicaro might be 
eventually—-might produce some repercussions and possibly some em- 
barrassment to him. I don’t know. But I would just like to have Mr. 
Cremer give him his recollection of that conversation. 

Mr. Cremer. Well, I would not attempt to repeat it verbatim. 

Mr. Harpy. Of course we know you could not very well do that. 

Mr. Cremer. I have only a hazy idea of that, but just in very gen- 
eral terms and in my own words, the conversation was something like 
this: “Now, as regards these Fortune articles and the hearings that 
have come out of them, it is barely possible there may be more hear- 
ings. And my advice to you if you were called would be to talk in 
general terms on the matter of the insurance; tell them exactly how 
we took the bids; and how they were compared; and finally how the 
choice was made. 

“Tt is really a good record we have made here. It was done in a 
beautiful way, and could be a model to anybody else taking bids.” 

Mr. Harpy. That was on the insurance he was talking about ? 

Mr. Cremer. ‘Yes. 

Mr. Harpy. That was Mr. Mansure’s expression. 

Mr. Cremer. Yes. 

Mr. Harpy. Go right ahead. 

Mr. Cremer. “And if you were called upon to talk about the broker- 
age, why not refer them to National Lead; they are the principal con- 
tractors in this.” 

Mr. Harpy. He didn’t want you to talk about the award of insur- 
ance contract, the negotiations leading up to the-—— 

Mr. Cremer. Oh, yes. On the insurance, yes. Tell them all about 
that. 

Mr. Harpy. But stay away from anything else. Is that the idea? 
What did he want to refer to National Lead ? 

Mr. Cremer. The question of brokerage. 

Mr. Harpy. He didn’t want you to tell the committee what you 
knew about the manner in which that was awarded ? 
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Mr. Cremer. He said why not tell them to refer that to National 
Lead. 

Mr. Harpy. Did he suggest that you try to avoid telling the com- 
mittee that he had sent Balmer to see you ¢ 

Mr. Cremer. No. 

Mr. Harpy. Go right ahead. Tell us the rest of that conversation, 
please, sir. 

Mr. Cremer. That was most of it. I haven’t given you the words. 
But that was the upshot of it. 

Mr. Harpy. Did he discuss any concern either at that time or since 
about the award of the contract to Snare-Merritt; the construction 
contract ? 

Mr. Cremer. No. We didn’t talk about that. 

Mr. Harpy. Did he discuss with you any possible embarrassment out 
of this whole proposition, any phase of it, embarrassment of any other 
people in his organization ? 

Mr. Cremer. I don’t believe so. 

Mr. Harpy. Did he mention the possibility that your testimony might 
be embarrassing to Mr. Hall? 

Mr. Cremer. No, he did not. 

Mr. Harpy. Did he know about your conversation with Mr. Hall? 

Mr. Cremer. Yes. 

Mr. Harpy. Did you discuss that with him ? 

Mr. Cremer. Yes. Not then, but at the time it happened. 

Mr. Harpy. At the time it happened? You discussed it after you 
went to see Mr. Hall ? 

Mr. Cremer. Yes. I told him all about it. 

Mr. Harpy. Now, about your conversation with Mr. Hall, did we 
fix a date of those two visits to Mr. Hall? 

Mr. Cremer. Yes. 

Mr. Harpy. And did I understand that on the second visit you 
made the appointment yourself, and you were unaccompanied ? 

Mr. Cremer. That is right. 

Mr. Harpy. Did you discuss with Mr. Hall the desirability of your 
pursuing the subject of the contract with any other person in politics? 

Mr. Cremer. No, except I did tell him who I had seen and who 
should have spoken to him about us. 

Mr. Harpy. Who was that? 

Mr. Cremer. Well, half a dozen Representatives and Senators. 
Hugh Butler, I remember, and Senator Ives; Senator Smith of New 
Jersey. 

Mr. Harpy. You had spoken to a number of Senators and Repre- 
sentatives and asked that they speak to the Republican National Com- 
mittee chairman in your behalf; is that right ? 

Mr. Cremer. And state that we were in good standing in our com- 
munities. 

Mr. Harpy. Were you able to convince Mr. Hall that you were a 
good and longtime Republican ? 

Mr. Cremer. I think I did. 

Mr. Harpy. I tell you why I asked you that question. I asked that 
question simply because of your previous testimony to the effect that 
there had been some intimation that you were probably not getting as 
much consideration as you should because you had gotten the original 
contract under the Democratic administration. 
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I believe you testified a little along that line. 

Mr. Cremer. That is correct. 

Mr. Harpy. The question that was in my mind was whether or not 
Mr. Hall was impressed by the fact that you were in good standing 
in the Republican councils. : , 

Mr. Cremer. Do you mean I personally, or the company ? 

Mr. Harpy. Youand the firm. The Frederick-Snare Corp. 

Mr. Cremer. Well, I could only judge from his manner that he was 
receptive. 

Mr. Harpy. You felt he was satisfied? Is that right ? 

Mr. Cremer. I felt that, after that second meeting. 

Mr. Harpy. Did you discuss the relative political merits of the Snare 
Corp. and Merritt-Chapman & Scott ? 

Mr. Cremer. No. 

Mr. Harpy. You didn’t point out you might be a better Republican 
than Mr. Wolfson ? 

Mr. Cremer. I don’t think we mentioned Mr. Wolfson. 

No. At the time we were not talking joint ventures. At that time, 
we were talking about contractors, and I was intent on qualifying, 
regardless of the field. I thought we were the best choice and tried to 
convince him we were. 

Mr. Harpy. You felt you had been selected on that basis for the 
original contract. Isn’t that your previous testimony ? 

Mr. Cremer. Because we were the best people to do that job, yes. 

Mr. Harpy. Now, to get back to this question of the political angle 
to this contract. What other people in high governmental or political 
councils either one, regardless of party, did you seek help from other 
than Members of Congress ? 

Mr. Cremer. One was Harold Talbott. 

Mr. Harpy. Well, I believe we had some testimony about that. Did 
you talk to him on more than one occasion ¢ 

Mr. Cremer. Yes. I have had lots of talks with him. 

Mr. Harpy. Did you ask that he intercede with the General Services 
Administration in your behalf? 

Mr. Cremer. No. What I asked him to do was to call Mr. Mansure 
and call Mr. Hall and tell them the history of the original Nicaro, 
which Mr. Talbott happened to know all about. 

Mr. Harpy. I believe we have testimony about that in the previous 
record. 

Mr. Brooks. Yes. I think the facts reflect that Mr. Talbott had 
really little to do with it except that at one time he owned those de- 

osits, and, I am sure, regrets the fact that he sold them before they 
muilt the plant down there. This is probably a very sore subject with 
him. 

Mr. Cremer. The point was he was there at the time we were made 
contractors on the—we did the survey first for him, for him and two 
other engineers. That is the way we went to Nicaro the first time, 
which was in 1939 and 1940. 

Mr. Harpy. Who else beside Mr. Talbott did you talk to? 

Mr. Cremer. I talked to the Chief of Engineers, the Chief of the 
Bureau of Yards and Docks, because I knew they were going to be 
consulted. They both knew us well. 

Mr. Harpy. Did you get anybody else to talk to them? 

Mr. Cremer. No. They knew us well, themselves. 
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Mr. Harpy. Well, certainly their representation would have been 
based purely on qualifications and performance? 

Mr. Cremer. Performance in past contracts. 

Mr. Harpy. I would presume, then, that you did not seek their help 
from a political standpoint ¢ 

Mr. Cremer. Not at all, or Mr. Talbott’s, either; simply to establish 
the facts of earlier Nicaro. 

Mr. Harpy. You didn’t disregard the fact that Mr. Talbott was high 
in administration circles ? 

Mr. Cremer. I didn’t ask him to do a thing except to call Mr. Man- 
sure and Mr. Hall and give them the facts about the original Nicaro. 
I don’t think he did any more than that. He did call them and tell 
them the story. 

Mr. Harpy. What about other people high in administrative circles; 
anybody in the White House family ¢ 

Mr. Adams, for instance. 

Mr. Cremer. No. 

Mr. Harpy. Anyone else in the White House family ? 

Mr, Cremer. I don’t know whether he is the White House family. 
But I did talk to—the name slips me. He is the ODM Chief, Dr. 
Fleming, Dr. Arthur Fleming. 

I did talk to him. I went over all the facts with him. 

Mr. Harpy. He is in a key position, and he should be familiar with 
this type of project in the Office of Defense Mobilization. It is one 
that would come within his purview. I think he would be a perfectly 
logical individual to talk to. 

Mr. Cremer. Yes. He knew about it, and I think he absorbed all 
I told him. 

Mr. Harpy. Did he indicate to you what effort he might make in 
your behalf? 

Mr. Cremer. No. 

Mr. Brooxs. Did he indicate that he felt that the Snare organiza- 
tion would be the proper one to undertake this expansion job for the 
United States Government ? 

Mr. Cremer. He didn’t say it in words. But that was the impres- 
sion I had. He was I felt satisfied; I think that that was the case. 

Mr. Brooks. He did not indicate that he wanted to ease the pressure 
and have a joint venture with Raymond Concrete Pile or with Merritt- 
Chapman & Scott or any other contractors? 

Mr. Cremer. Well, I can remember very well his conclusion at the 
end of the interview. And that was there can be no question this job 
is critical. It should be handled by the persons best fitted to do it in 
the cheapest possible way and with the least loss of time. 

Mr. Brooks. I wondered in this September 21 meeting with Mr. 
Mansure, would you say he tried to influence any testimony that you 
might be called upon to give? By this conversation? 

Mr. Cremer. Only what I have expressed. It was only a suggestion 
on his part. 

Mr. Brooxs. Would you think that was an attempt to exert some 
influence on your testimony ? 

Mr. Cremer. Well, I wouldn’t say that. 

Mr. Brooxs. Well, what was it he told you, now? Did he tell you 
that you could tell them all about the insurance; but if they ask you 
about the brokerage to refer them to the National Lead Organization ? 
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Mr. Cremer. Yes. 

Mr. Brooxs. You don’t think that was an attempt to exert some 
influence on what answer you should give if they asked you about the 
brokerage ? 

Mr. Cremer. I don’t know. I think that is probably the way he 
thought about himself. 

Mr. Brooxs. You know after we started on this study of the GSA, 
in January we had the hearing set for the 13. 

Well, now, any time during the month of January, did you talk 
with Mr. Mansure prior to January 13th. 

Mr. Cremer. I talked to him several times that month. 

Mr. Brooxs. Do you remember the dates? 

Mr. Cremer. No. I got in the habit of calling frequently in con- 
nection with the work. Whenever there is something particularly 
troublesome I usually contact him. 

Mr. Brooxs. Did you come down and see him any time during Jan- 
uary to Washington ? 

Mr. Cremer. Yes. 

Mr. Brooxs. How many times? 

Mr. Cremer. I think only once. 

Mr. Brooxs. When was that? 

Mr. Cremer. That was on or about January 12. 

Mr. Brooks. Now, the hearings began on what day? On the 13th; 
and you were here on the 12th to talk with Mr. Mansure. 

Mr. Cremer. It could have been the day before; I don’t remember 
coming down here 2 days in succession. 

Mr. Brooxs. You came to Washington and talked with Mr. Mansure 
on either January 11 or January 12, immediately prior to the 
hearings ? 

Mr. Cremer. I think that was the date. I don’t remember when the 
hearing began. The 13th; that is correct. 

Mr. Brooxs. Now, what was the gist of that conversation, sir? 

Mr. Cremer. Well, we had lunch together. And it was a long con- 
versation about everything on the job. 

Mr. Brooxs. I see. 

Mr. Cremer. A lot of gripes that I had, and things that he wanted 
taken care of. I should say we talked for an hour. 

Mr. Brooxs. Did you mention the hearings that were scheduled for 
the 13th? 

Mr. Cremer. I think I did, yes. 

Mr. Brooks. Did he mention those hearings ? 

Mr. Cremer. When I did, I think he did. 

Mr. Brooks. Well, now, what did you say, and what did he say 
about these hearings that were coming up the following day? 

Mr. Cremer. Well, I told him I was somewhat disturbed about the 
whole thing, because I was not accustomed to that kind of ordeal. 

Well, I was a little concerned about it; I was concerned about it. 

Mr. Brooks. You told him you were concerned about it? 

Mr. Cremer. Yes, sir. 

Mr. Brooks. And he replied that he was concerned or was not 
concerned ? 

Mr. Cremer. He said he didn’t think I had anything to worry about. 

Mr. Brooks. Did he indicate he had something to worry about? 
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Mr. Cremer. He said to me, you are doing a good job there, and 
there is nothing to hide. 

Mr. Brooxs. And that was all he said ? 

Mr. Cremer. Well, I told him I had only one thing to guide me; 
and that was telling the truth. 

Mr. Brooks. Did he think that was a sufficient guide? 

gine Cremer. I think so. I told him I was too dumb to do anything 
else. 

Mr. Brooks. Did he discuss with you any particular areas and how 
you ought to handle them in this questioning that was coming up in 
the hearings ? 

Mr. Cremer. I do not recall anything of that nature. I think what 
he said, his whole theme, his feeling, was that this investigation isn’t 
going to get anywhere. 

Mr. Harpy. What do you mean by that ? 

Mr. Cremer. I don’t know. 

Mr. Brooks. Did he elaborate ? 

Mr. Cremer. He didn’t say that, but that was the general impres- 
sion I got. 

Mr. Brooks. That the investigation was not going to get anywhere ? 

Mr. Cremer. Yes. 

Mr. Brooks. And that they had nothing to hide? 

Mr. Cremer. I did. There was nothing to be hidden. 

Mr. Brooxs. Well, now, did you talk with anybody else in the GSA 
about the hearings? 

Mr. Cremer. No. I don’t believe so. 

Mr. Brooks. Did you talk with anybody in the Justice Department 
about the hearings? 

I mean other than the normal investigation ? 

Mr. Cremer. Not at the time they were there in my office. 

Mr. Harpy. Did you and Mr. Mansure ever have any discussion 
about the microfilms in your private files ? 

Mr. Cremer. Yes, we did. 

Mr. Harpy. When? 

Mr. Cremer. Well, I protested to him at the time they were taken. 
And I told him they had gone outside of the scope I had outlined for 
them. They had delved into my private affairs which were not part 
r the job, and I resented it. I didn’t think that should have been 

one. 

Mr. Harpy. What was his reply to that ? 

Mr. Cremer. He said, well you know these fellows get enthusiastic 
about things; they thought they were doing their duty, I suppose. 

Mr. Harpy. Did you have any discussion with Mr. Mansure about 
the contents of those files ? 

Mr. Cremer. I don’t believe we did have any conversation on that. 

Mr. Harpy. Did Mr. Mansure tell you that he had been in consulta- 
tion with Mr. Shacklette about those files? 

Mr. Cremer. No. 

Mr. Harpy. When did you first find out that they had been turned 
over to the Justice Department ? 

Mr. Cremer. I thought we weren’t going to talk about that? 

Mr. Harpy. I don’t see any reason why we shouldn’t find that out. 

Mr. Youncer. Will the gentleman yield to clear up my mind? Are 
you talking about the microfilms or the files, themselves ? 
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Mr. Harpy. I am talking about the photostats from them. 

Mr. Younger. You were talking about files right along, and to clear 
up the point of whether they are the files or whether they are the 
microfilms or whether they are the photostats. 

Mr. Harpy. I am talking about reproductions of them. 

Mr. Youncer. Yes. Not the files, themselves. 

Mr. Harpy. Yes. I have forgotten what the question was now. 

(The pending question was read by the reporter.) 

Mr. Cremer. I have just asked counsel whether it isn’t time to talk 
about it since everyone else is talking about it. 

Mr. Harpy. I think it would be a good idea 

Mr. Brooks. It is an interesting subject, cal while we are on that 
subject, Mr. Cremer, I think that it has been the feeling of the sub- 
committee and most of the Members of Congress that the public is 
entitled to know what goes on, not only in congressional committees, 
but what goes on in the administrative agencies of this Government, 
and that if the people know the facts, they will reach pretty wise 
cdlecisions. 

It is only when we have very compelling reasons, would we on this 
subcommittee want to go into executive session. 

Mr. Krurcer. What decisions are you referring to? 

Mr. Brooks. I am referring to—if you don’t agree with any part of 
this, I would like for you to issue your own statement right at this 
point, but as the chairman of this subcommittee, it is my feeling that 
the people in this country are entitled to know what gare on in the 
Ganaeal Services Administration and in every other Government 
agency. 

I think that public hearings are the best and most desirable way to 
bring that information to the public eye, and I think when the public 
has the facts at hand, that they will react appropriately, and I think 
that it is a very misunderstood thing, putting “secret” and “private” 
and “confidential,” and “we can’t tell” and “it is none of your business” 
on administrative actions that the public should know, because it is 
the public’s business. 

Mr. Krurerr. I am in complete accord with you in that respect. 

Mr. Brooxs. Thank you. I wanted you to know, Mr. Cremer, that 
we do not insist, but we strongly rec ‘ommend public hearings for that 
reason, and I think the rest of us do feel that it is not our intent to 
intimidate or embarrass you in any way, but it is so the public can 
have the facts, and we appreciate your having been here. 

You may go ahead now with your question. 

Mr. Harpy. If I might return to this question—I will repeat it in 
just a moment—but it has already been testified in open session that 
these files exist and have been turned over to the Justice Department, 
and that they were turned over to the Justice Department because 
there was basis to suppose that those files contained evidence indicat- 
ing criminal violations. 

Mr. Youncer. Will you yield? 

Will you quit talking about files and talk about the reproduction 
of files, because it will get this record confused. 

Mr. Harpy. I would ask the chairman’s consent that wherever we 
uses “files” in that connotation we add the word “reproduction.” 
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Mr. Moss. I think on that point, however, to keep it consistent with 
the record, there has been the question raised as to whether there are 
now in those same files all the material there was in those same files. 

Mr. Youncer. That is the point I am getting at. 

Mr. Moss. I think it is a proper reference to files and reproduction. 

Mr. Harpy. Lt’s talk about information from the files, then, at the 
moment. So if we might get back to the original question: My ques- 
tion was, when did you first learn that these files had been turned over 
to the Justice Department ? 

Mr. Cremer. When the two gentlemen from the Justice Depart- 
ment came in and wanted to ask questions ? 

Mr. Harpy. You had not been previously advised by Mr. Mansure 
or anyone in General Services? 

Mr. Cremer. No. 

Mr. Harpy. Now, in your discussion with Mr. Mansure about these 
private files, did he tell you that he had seen any of those files, or the 
reproduction ? 

Mr. Cremer. No. Did he not say so? 

Mr. Harpy. And he at no time ever told you that there was infor- 
mation in those files indicating possible criminal violations? 

Mr. Cremer. No. 

Mr. Brooxs. I had one question. Mr. Cremer, did Mr. Mansure, 
when he said that they get a little overly enthusiastic sometimes with 
the microfilm machine when they get into your personal files, and so 
forth. Did he offer at that time to return those to you? 

Mr. Cremer. No; he said they were locked up; wouldn’t do any 
harm anyway. 

Mr. Brooks. Wouldn’t do any harm anyway, and they were locked 
up? 

Mr. Cremer. Yes. 

Mr. Brooks. Did you point out to him that he had said—or had 
authorization, I think, from the Joint Committee on Defense to go 
into your records only as regards insurance. Did you point that out 
to him, that they had asked just about the insurance files? 

Mr. Cremer. He was only looking for insurance information. 

Mr. Brooxs. But he did not offer to return other information which 
his agents, without any authority, had taken out of your office? 

Mr. Cremer. No. 

Mr. Brooks. Did you have any further questions? 

(Discussion off the record.) 

Mr. Youncer. What I wanted to make sure was this fact: Are you 
positive that your files have disappeared, some part of them? — 

Mr. Cremer. Yes and I can tell you how I know. 

Mr. Youncer. All right. 

Mr. Cremer. It was during the time the Justice Department men 
were there. They asked me all kinds of questions. I think altogether 
about 24 hours. It ran over 6 or 8 days, and based on records they 
had, files they had—some of their files weren’t very good. like this 
one. I can’t read half of this, and some of theirs, you couldn’t read 
any of it. Poor prints or poor negatives, or something. 

Mr, Youncer. Pardon me just a minute. Let’s clear again. That 
isn’t a file. Now, let’s keep—what I am talking about is your actual 
files, not reproductions. 





506 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Mr. Cremer. I am talking about my actual files. 

Mr. Youncrr. Did they have any of them when they talked to you? 

Mr, Cremer. They had all a of these sheets. 

Mr. Youncer. That is right. Photographs. But did they have 
the actual files? 

Mr. Cremer. No. They wanted to see my files and go through them 
and see them and pick out these same sheets. So they could have 
better prints made, and in lots of cases they couldn’t find the original. 

Mr. Youncer. And you have been unable to find the originals since? 

Mr. Cremer. In 1 or 2 cases I did succeed in getting other copies. 
Some of these things were memoranda. Since they had practically 
the whole thing, I opened the place to them and let them take what 
they wanted, and I got for them stray copies of some of these letters 
that they wanted, principally letters between Mr. Gamba and myself, 
and memoranda attached to them in some cases by going into the files 
of our president and chairman. 

I was not able to get much there, because they did not keep that 
material, but I did get them some, and I pieced out the bad copies 
they had with some things of that kind, and of course, out of the 
files themselves they were able to get quite a little material, too. But 
many exceptions. 

Mr. Youncer. Now, the assumption, then, would be that the orig- 
inals of those photostats were not in the possession of the Attorney 
eens office, because they were looking for the originals, weren’t 
they ‘ 

Mr. Cremer. That is right. 

Mr. Younecer. So you assumed, like I would, that the originals were 
in some other office ? 

Mr. Cremer. Yes. 

Mr. Youneer. Is your assumption, then, that possibly they are in 
the GSA office ? 

Mr. Cremer. That was the only hypothesis that seemed to make 
any sense. Of course, things are always lost out of files. I have that 
experience all the time. You can’t find a letter when you have to 
have it. 

Mr. Youncer. That is right. 

Mr. Cremer. But that exceeded that ratio. 

Mr. Youncrr. There were too many of the originals gone to lead 
to just a wrong filing system ? 

Mr. Cremer. Yes. 

Mr. Youncer. And the natural assumption was that when the men 
from the GSA photographed these, they also possibly removed some of 
the originals. That is the normal assumption from your testimony, 
isn’t it? 

Mr. Cremer. Well, it looked reasonable, yes. That was the only 
thing I could think of. 

Mr. Youncer. Certainly they were not in the possession of the At- 
torney General, who was looking for the originals. 

Mr. Cremer. Probably not. 

Mr. Youncer. Did you answer all of the Attorney General’s ques- 
tions when they were there, or did you withhold any information ¢ 

Mr. Cremer. I withheld some of the $64,000 questions that they 
asked. 
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Mr. Younger. You refused to answer some of their questions ? 

Mr. Cremer. Yes. 

Mr. Younger. That is all I have. 

Mr. Brooxs. Mr. Krueger. 

Mr. Krueger. I have no questions. 

Mr. Brooxs. Mr. Cremer, at this time, we were going to call Mr. 
Shacklette, and it may be that we want you back for a few moments 
when we conclude with Mr. Shacklette, but in the event that we might 
not, I want to thank you for complying with the subpena to the best of 
your ability and for your forthright testimony and your effort, I think, 
to present the truth about this situation. 

We thank you and the committee will dismiss you now. 

Mr. Cremer. I thank you now for your kind treatment. There is 
one thing I would like to say, and that is in connection with this De- 
partment of Justice investigation. 

I answered everything these men asked. There was nothing of a 
criminal nature; nothing at all that I was the least bit afraid of, and I 
let them go into the files and take out what they wanted. 

I got receipts for it when they took it out. They didn’t want to make 
microfilms, but they took it all away to get it photostated somewhere 
else, and as far as I could find, my secretary checked it as it came back 
and I believe they brought it all ack, but I would not take an oath on 
it. 

However, there was nothing at all of any nature that I would have 
wanted to withhold from you, and I think they were well satisfied 
when they left that they had seen everything. 

(Discussion off the record.) 

Mr. Brooxs. Thank you, Mr. Cremer. 

We will call Mr. Shacklette. You have been sworn. Would you 
please sit down and restate to the subcommittee your name and your 
connection with the General Services Administration ? 


FURTHER TESTIMONY OF BARON SHACKLETTE, DIRECTOR, OFFICE 
OF COMPLIANCE AND SECURITY, GENERAL SERVICES ADMINIS- 
TRATION 


Mr. Smacsuetre. Baron Shacklette, Director, Office of Compliance 
and Security, GSA. 

Mr. Brooks. And at this point, Mr. Hardy has some questions he 
would like to direct to you concerning the microfilming of the records 
of the Snare Corp., and some of the personal files of Mr. Randall 
Cremer. Mr. Hardy? 

Mr. Harpy. Mr. Shacklette, in your testimony before the committee 
some time ago, we were discussing the material that was microfilmed, 
and you have this statement : 

Mr. Cremer later called up and said that he had made a mistake and had 
handed us confidential! files which he had not intended to give us. 

Did you talk to Mr. Cremer? 

Mr. SHacxtetre. No, sir. 

Mr. Harpy. Who did? 

Mr. Suackuette. I believe Mr. Cremer called Special Agent Arthur 
Corr in my New York office. 

Mr. Harpy. On the telephone, or was he in your office? 
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Mr. Suacktette. On the telephone, sir, in New York. 

Mr. Harpy. What is your basis for believing that to be true ? 

Mr. Smacxetre. Well, Mr. Corr telephoned our special agent super- 
= in charge of the case who then communicated that information 
oO me. 

Mr. Harpy. Were you present during the microfilming of any of 
these records? 

Mr. SHackterte. No. sir. 

Mr. Harpy. Then your testimony with respect to it relates solely, 
is based solely, on what some of your agents told you, or what you 
saw in the record. 

Mr. Suackuerre. That is right, sir. As head of the office, I, of 
course, took responsibility for what they did. 

Mr. Harpy. I understand that, but it is pretty hard for you to testify 
under oath as to what somebody else did. 

Wouldn’t you agree with that ? 

Mr. Suackterre. Yes, of course; a detailed basis, of course. 

Mr. Harpy. We have asked you some rather detailed questions. I 
have got 1 or 2 more to ask you, and if you are going to take the respon- 
sibility for all of those agents, why, it is okay, but—— 

Mr. Suacktette. I will, sir. 

Mr. Harpy. Did I understand that you were there for a part of the 
microfilming ? 

Mr. Suacktetre. No, sir. 

Mr. Harpy. Not any of it? 

Mr. SHacktetre. No, sir. 

Mr. Harpy. Were any of the original documents removed from 
the files ? 

Mr. SuHacktetre. No to my knowledge, sir. 

Mr. Harpy. Were any of them transmitted to General Services 
Administration ? 

Mr. SHacktette. Well, certainly not to me, sir. 

Mr. Harpy. You did not see any ? 

Mr. SHacktetre. No, sir. 

Mr. Harpy. Can you testify that none of them were removed by 
any of your people? 

Mr. Suacktetre. Not to my own detailed knowledge, sir. It would 
be certainly contrary to our procedure. I don’t believe they did. I 
would stake my life on it. 

Mr. Harpy. What did you furnish to the Justice Department? 
Did you furnish photostats ? 

Mr. Suacktertr. No, sir. We furnished a microfilm record. It 
was not the film itself. It was what you might call a positive or photo- 
graph of a negative. The negative was made to the best of my knowl- 
edge in Mr. Cremer’s office, and we made a print, and that print was 
transmitted to the Department of Justice. 

Mr. Harpy. The original microfilms are still in your possession ? 

Mr. Suackierre. The film, sir, the negative, yes. 

Mr. Harpy. Do you have any prints in your possession ? 

Mr. SuHackierre. Yes, sir. 

Mr. Harpy. But no original documents, sir ? 

Mr. Suacxxerre. No original documents, sir. 

Mr. Harpy. Have you made any inquiry of any of your agents as 
to whether they removed any original documents from the files ? 
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Mr. Suackterre. No, sir. Time precluded it. I mean, as of this 
afternoon. The only agent to my knowledge who was in Mr. Cremer’s 
office was Special Agent Arthur Corr of our New York office, and I 
have not asked him whether he removed any. I am positive he did 
not, but he will certainly be available to this committee if you wish 
to question him personally about it. 

Mr. Harpy. If you are going to take the responsibility 

Mr. Suacktette. I will take the responsibility. I believe in them. 

Mr. Harpy. You haven’t asked them ¢ 

Mr. Suacktette. No, sir. 

Mr. Harpy. You don’t know whether he took any out or not ? 

Mr. Suackietre. Not to my own knowledge; no, sir. 

Mr. Harpy. Would you be surprised that the Justice Department 
thinks that you have some original documents? What would be the 
basis for them to think so? 

Mr. SHacktette. I have no idea of why they would have any basis 
for thinking that. 

Mr. Harpy. Then if they did think so, you would be surprised ? 

Mr. Suacktette. | certainly would. 

Mr. Harpy. The microfilms which were transmitted to the Depart- 
ment of Justice, I believe you have previously testified, came from 
confidential files. That is your original language. 

Can you distinguish for the committee between confidential files and 
other files of Frederick Snare Corp. ? 

Mr. Suacgtette. I am afraid, sir, I was referring loosely to con- 
fidential files, because I believe it appeared on a covering piece of paper 
on this file, the word “Confidential.” 

Of course, it is not confidential in the sense that it is national security. 
Mr. Cremer would not have the authority to classify anything, and 
there is nothing classified about the file whatsoever. 

May I say that these papers were not in my opinion private papers. 
They related to the Nicaro operation entirely. 

Mr. Harpy. If Mr. Cremer told you they were private papers, what 
basis did you have to determine that they were not private papers 4 

Mr. SHacktette. I made no determination at that time, or did any- 
body in any organization 

Mr. Harpy. Did Mr. Cremer complain that they were confidential 
at the time the microfilming was taking place—by what authority 
would your man proceed to microfilm them ? 

Mr. Suacktette. They were instructed to microfilm such documents 
as Mr. Cremer would give us in connection with the insurance matter 
which we were investigating. 

Mr. Harpy. So that if Mr. Cremer said that a specific file was a 
private file and should not be microfilmed, did your people have 
authority to do it ? 

Mr. SHacktetre. I don’t know whether they have authority or not, 
sir. I know they wouldn’t have done it, and they did not do it, and 
to the best of mv knowledge were not—— 

Mr. Harpy. Would you be surprised to learn—and I believe this is 
correct—I am just going from my memory of what transpired this 
afternoon—but my recollection is that Mr. Cremer testi ified that he 

interrupted your people while they were in the ee of microfilm- 

ing it and told them they were private papers and should not be made 
available to them. 
7430456 
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Now, under those circumstances, if that is a correct statement, by 
what authority would your men take the pictures ? 

Mr. Suackierre. We have no authority except as the agency has 
authority to review documents pertaining to, which I believe such 
language is in the contract, or normally is—for example, in connection 
with an internal audit, it certainly is in the contract—to review all 
documents pertaining to the operation at Nicaro. 

Mr. Harpy. How would you make a determination with respect to 
a particular group of documents that the contractor contends were 
private and personal ? 

Mr. Suacxterte. I would not make the determination, sir, and so 
far as I know, we did not. 

Mr. Harpy. If your men actually did that, then have they exceeded 
their authority ? 

Mr. Suackuette. I think they probably would have exceeded their 
oon: They would certainly have come back and asked me what 
to do. 

Mr. Harpy. You are expressing your confidence, and I am raising 
a question based on my recollection of testimony this afternoon. 

Now, as a matter of fact—well, before I get to shento-trell as a matter 
of fact, your people were not making an internal audit, were they ? 

Mr. SuHackterte. No, sir. As a matter of fact, there was only one 
person, as far as I know. 

Mr. Harpy. Allright. Your representative. 

Mr. Suackterte. Yes. 

Mr. Harpy. And the basis on which his authority originated was 
a request from the Joint Committee, is that correct ? 

Mr. Suackterte. I hesitate to say that we were conducting an in- 
vestigation for the Joint Committee, sir. I think it would be more 
proper to say that the Joint Committee had requested us to ascertain 
certain information and it was turned over to my office to get it, which 
we did to the best of our ability. Whether it is a question of authority, 
I mean I am not quite sure. We have intrinsically no more authority 
than Mr. Mansure has. We don’t have any special investigative au- 
thority. 

Mr. Harpy. I would presume when he was Administrator, he might 
have had a little more authority than you did. 

Mr. Suackiette. Certainly, sir. 

Mr. Harpy. And you had only such authority as was assigned to 
you through Mr. Mansure. 

Mr. Suackterre. Right. 

Mr. Harpy. It is entirely possible that the Joint Committee might 
have had more authority with respect to access to those files than Gen- 
eral Services did. 

Mr. Suacktetre. I am certain they do. 

Mr. Harpy. Well, now, the whole project of microfilming those 
documents was initiated on a request from the Joint Committee. 

Mr. SuHacstette. That is correct. 

Mr. Harpy. When did you advise the chairman of the Joint Com- 
mittee concerning these files of private papers ? 

Mr. Suacxterre. I don’t understand, sir. I have never discussed 
anything with the chairman of the Joint Committee. I have never 
met him. I have never talked to him to my knowledge. 
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Mr. Harpy. I am trying to distinguish between the area of authority 
of your representative up there and that which was beyond his 
authority. 

Now, Vir, Cremer’s testimony is that he told whoever was micro- 
filming these documents that he was in a file that he was not supposed 
to have. 

Mr. Suacktette. I have no knowledge of that, other than as you 
state. That is entirely new to me. I, for one, believe that Mr. Cremer 
must be mistaken. I would have to check with my man in New York 
to determine whether or not any such conversation took place. 

It has not come to my attention other than this afternoon. 

Mr. Harpy. If such a situation did arise, how would you proceed 
to—and I think this is conceivable, that such a situation might arise— 
how would you proceed toward getting information that you thought 
was necessary? Would you get a warrant? 

Mr. SHacktetre. No, sir. 

Mr. Harpy. How would you proceed ? 

Mr. SHackterre. We just would not get it, probably. I would 
report back to the Joint Committee in this particular case. 

Mr. Harpy. If you did gather information of that kind without— 
I think you probably would have had authority to get private informa- 
tion on behalf of the committee—but I have a question as to whether 
you did, on behalf of General Services, if you follow the distinction I 
am trying to make. 

Mr. SHacxktette. I do not think it was private information. I do 
not think we knew we were getting information that was considered 
private, and if the information had been denied to us, there wasn’t 
anything in the world we would do about it. 

Mr. Harpy. And if Mr. Cremer had stated to your representative 
that it was his private information, was his personal file, and it had 
come to your knowledge, would you have required your people to dis- 
continue any microfilming of it? 

Mr. SuHackterte. That is correct. 

Mr. Harpy. And if they had taken a microfilm of papers which, 
according to him, were private, what would you have done then ? 

Mr. Suackterre. If we had taken papers which he believed to be 
private and we believed to be private and they had come into our pos- 
session as these did, to my knowledge by error, we would have returned 
them, unless there was some overriding reason such as existed in this 
case, I believe. 

Mr. Harpy. Now, let’s forget the question entirely of the material 
that was furnished the Justice Department for the moment, and go 
ae he a general consideration of the documents which were micro- 

med. 

Your testimony previously has been that you were instructed by the 
committee to review the files of Snare Corp. in connection with an 
insurance contract. 

Mr. Suackterre. That is correct. 

Mr. Harpy. In the course of your microfilming and the documents 
which you reviewed, do you recall any specific reference to the chair- 
man of the Republican committee ? 

Mr. Suackterre. You are talking about microfilms in general ? 

Mr. Harpy. Yes, microfilms in general. 
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Mr. Suackterre. I honestly cannot establish in my mind, sir, 
whether there was any reference to the chairman of the Republican 
committee outside of the—or any particular segment of files. 

Mr. Harpy. What do you mean outside of any particular segment 
of files? I asked you with respect to any of them. 

Mr. Macomser. My name is J. H. Macomber, Jr., Associate General 
Counsel, General Services Administration. 

Mr. Brooks. Is he testifying under oath ? 

Mr. Harpy. No. He is counsel for General Services. 

Mr. Macomsper. Could that question be limited to, Mr. Hardy, the 
materials other than the materials in the confidential files ? 

Mr. Harpy. Nosir. I deliberately phrased it the way I did. I didn’t 
ask him to make any distinction at all. Now you are bringing into this 
thing a legal technicality that doesn’t belong in it at all, and I think 
the witness will either answer the question or not. 

Mr. Moss. Mr. Chairman, I would like to suggest that if counsel ad- 
vises the witness not to respond to that question, that the counsel pre- 
pare a proper brief for this committee and supply it, giving the cita- 
tions of authority for the withholding of the information. 

Mr. Harpy. And bear in mind the way I asked the question. I 
didn’t relate the question to anything that had been turned over to the 
Justice Department. 

Mr. Brooks. Read the question back to the witness. If the witness 
wants to confer with his lawyer, he can do so. Then we will listen 
to what the lawyer or the witness says. 

(Question read.) 

Mr. Suackierre. May I answer that point before conferring with 
Mr. Macomber, that we turned over to this committee a large number 
of photostats. 

Mr. Harpy. I am aware of that. 

Mr. Suackterre. I am not sure whether the chairman’s name ap- 
pears in that or not. I just don’t remember. 

Mr. Harpy. I didn’t ask you what part of the thing it appeared in. 
I asked you in any of the microfilms that you reviewed. 

Mr. Brooks. Let the record show at this point he conferred with his 
counsel, would you please, Mr. Reporter. 

Mr. Macomper. I have advised Mr. Shacklette that I do not consider 
that he should disclose in any way in answer to questions, what is con- 
tained in those files, or reproductions of files that have been turned 
over to the Justice Department. It is our position, as Mr. Elliott stated 
it earlier, that those files are not now GSA files, but are Department 
of Justice files. 

Mr. Harpy. Well, of course counsel knows that he is interposing an 
objection to the witness answering a question that did not relate 
specifically to any files, and he is advising the witness not to answer, 
based on an entirely different set of circumstances. I think he is just as 
far out ona limbas he can get. 

Mr. Macomper. I may have misunderstood your question, Mr. 
Hardy. I thought your question was so broad as to include those 
files or reproductions of files 

Mr. Harpy. You thought exactly right. That question was broad 
to cover anything that Mr. Shacklette observed in connection with 
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his investigation. Now, I call attention to the fact that this com- 
mittee has under subpena, or will have again before this is over —— 

Mr. Brooks. We have now. 

Mr. Harpy. All of the files which. unless the material has been 
removed, will contain everything that could have been microfilmed. 

Mr. SHACKLETTE. Specifically, : sir, the subpena stated I should ap- 
pear with all microfilms made in connection with the Fortune article, 
and I explained when I testified before —— 

Mr. Harpy. I am not talking about your subpena at the moment, 
Mr. Shacklette. I am talking about the subpena that was issued to 
Mr. Cremer. 

Mr. SuHackiette. I beg your pardon, sir. 

Mr. Harpy. If none of the original documents were removed, they 
are still available to this committee, and they are under subpena, and 
it seems to me to be a little improper to sit here and refuse to an- 
swer 

Mr. Moss. I wonder if I might again renew my request that counsel 
prepare for the committee an opinion setting forth the authority for 
the advice he has given Mr. Shacklette. 

Mr. Brooks. This would be helpful because another subcommittee 
of the Government Operations Committee is making a study of the 
withholding of the information from the public by the various agen- 
cies of the United States Government. 

Mr. Moss. I might observe that in my opinion the advice of counsel 
is an arbitrary invocation of power whic ‘+h is nonexistent. 

Mr. Macomser. May I say this, please: that the basic authority on 
which we rely is an Executive Order of 1932, section 5, of that Execu- 
tive order, which transferred to the Department of Justice authority 
over all matters involving claims for or against the United States. 

Mr. Moss. We are not talking about claims, we are asking for in- 
formation which is under subpena by this committee, and which this 
man has had the opportunity of reviewing. We are not asking for 
the identification of a file. We are merely asking for the general 
character of information. That is all we are asking for. 

Mr. Suackuette. Mr. Moss, may I say one thing: The committee 
has every photostat and microfilm which we made, with the exception 
of the group of files which went to the De »partment of Jus tice. 

Mr. Harpy. Now what is in any of it? I haven’t reviewed it. You 
don’t know whether you have or not. You have probably a better 
memory than Ihave. But in anv event, I didn’t ask you to segregate 
this stuff, and I asked you about information that is available to this 
committee either from the microfilms which you have or in response 
toa subpena we have issued, and you sit there ; and refuse to tell me in- 
formation that is bound to be in material that is available to us, and 
base it on some order that relates to a specific segment of this infor- 
mation which is also available to us. If you can in good conscience 
explain any logical basis for that. other than some tee hnical, legal 
vyration, then | would like to know what it is. 

Mr. Macomeper. I am sorry, sir. I feel I must advise Mr. Shack- 
lette. 

Mr. Harpy. I don’t desire to ask any questions. 

Mr. Brooks. Do you have any questions, Mr. Moss / 





Se, 





514 GOVERNMENT NICKEL PLANT AT NICARO, CUBA 


Mr. Moss. It seems we have been closed out of the area that this 
committee—Government Operations—by statute is given the right to 
inquire into. 

Mr. Brooks. We will eventually get a chance to look at those docu- 
ments. 

Mr. Harpy. In the meantime we are being victimized by an inter- 
pretation of an Executive order which is not applicable to the ques- 
tion that I raised. 

Mr. Brooxs. Now, Mr. Shacklette, what I would like to know is 
why did your men up there take anything other than the insurance 
microfilms ? Q 

Mr. Suacsterre. I think I explained before that to my knowledge 
my men did not know they were taking—I say “taking” they didn’t 
take anything to my knowleden--dhey microfilmed such documents as 
were handed to me with the supposition that they pertained to in- 
surance. 

Mr. Brooks. If they had taken some personal files—personal let- 
ters from Mr. Cremer to his family and vice versa—if they had de- 
cided that those pertained to Nicaro, and had taken those microfilms 
and hauled them down here to Washington for you to look over, 
would you have felt obligated to return them ? 

Mr. Swackxetre. Certainly, sir. 

Mr. Brooxs. You would have? 

Mr. SHackierre. Yes, sir. 

Mr. Brooxs. So you felt you were authorized to take those that 
they did take? 

Mr. SwHacktetre. Yes, sir. 

Mr. Brooxs. What I wonder about is, after you looked at them, you 
testified previously that you felt there was something in them that 
was wrong, that merited the attention of the Administrator, Mr. Man- 
sure, is that right? 

Mr. Suacktette. Yes. I displayed certain of the documents to him, 
sir. 

Mr. Brooxs. You displayed them to him because you thought there 
was something wrong with them, and you wanted to recommend that 
he send them over to Justice ? 

Mr. Suacktette. That is right. 

Mr. Brooks. That is what you said before; is it still the truth? 

Mr. Suacstette. That is the truth, then and now. 

Mr. Brooxs. That is good. : 

Now, when Mr. Mansure sent them over to the Justice Department, 
he and you both believed there was something improper represented 
by them that ought to be investigated; is that right? 

Mr. Suackuette. There were allegations in there which I thought 
should be investigated. 

Mr. Brooks. Allegations? 

Mr. Suackterre. Yes. 

Mr. Brooxs. That you thought should be investigated ? 

Mr. SHackuetre. Yes, sir. 

Mr. Brooks. Doesn’t it seem obvious that if there was anything 
really improper in the operations of the Snare Corp. or Mr. Cremer, 
that they would have relieved him as project manager? 

Mr. SHacktette. I don’t follow that. You are assuming that the 
allegations were—— 
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Mr. Brooxs. I am not assuming anything. Let’s go back over this 
for you. 

r. SHACKLETTE. Yes, sir. 

Mr. Brooks. You sent it over to the Justice Department, and the 
impression was there was something wrong with Mr. Cremer or the 
Snare Corp., and some allegations that ought to be investigated. You 
sent it to Mr. Mansure, Mr. Mansure agreed with you, and it was 
by his order that you then transmitted it to the Justice Department ? 

Mr. SuHacktette. Yes, sir. 

Mr. Brooxs. Now, it seems to me that if your judgment and Mr. 
Mansure’s judgment was that there was something improper with 
either the Snare Corp. or Mr. Cremer or anybody connected with his 
organization, that they would have taken steps before now to either 
get them fired, removed, or transferred. Yet nothing of that nature 
has been done. 

Mr. Suacktetre. I can only state, sir, that you seem to me to be 
assuming that these allegations were against some particular company 
or individual, and all I can state is that there were allegations. 

Mr. Brooxs. They might well not have been about either the Snare 
= or Mr. Cremer, and yet they came out of his files? 

Mr. SuHacktetre. I can’t define the allegation any further. I can- 
not ee them as to whether they were about Snare-Merritt people 
or who. 

Mr. Brooks. We sure do thank you. 

Does anyone else have any questions? 

Mr. Younger? 

Mr. Youncer. How long have you been in the Government 
service ¢ 

Mr. SuHacktetr. Since 1939. 

Mr. Youncer. Do you now occupy what might be classified as a 
policymaking position ? 

Mr. Suacktette. I don’t think so, sir. 

Mr. Youncer. Well, don’t you exercise some judgment ? 

Mr. SuHacktetre. Yes. 

Mr. Youncer. Independent judgment. You don’t have to go to—— 
Mr. Suacktetre. Policy with respect to investigations; yes, sir. 
Re Youncer. Yes, sir. You exercise the policy with regard to 

that. 

Mr. SuHackuette. Yes, sir. 

Mr. Youncer. Where do you live. 

Mr. SuHacktette. In Maryland, sir. 

Mr. Youncer. Are you a registered voter ? 

Mr. SHackuetre. Yes, sir. 

Mr. Youncer. What party do you belong to? 

Mr. SHacktetre. I am a Democrat. 

Mr. Youncer. Is all of this mess possibly vengeance on your part 
against Mr. Mansure ? 

Mr. SuHackuetre. Well, of course not. 

Mr. Youncer. I just asked you a plain question, that is all. 

Mr. SHacktetre. Plain answer, “No.” 

Mr. Brooks. I would like to interpose that I don’t think he has 
helped us Democrats a tap. 

Mr. Youncer. Well, I don’t know either. He hasn’t helped us. One 
other question: Did you see all of the microfilm that was taken? Did 
you view it ? 
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Mr. Suackterte. Yes, sir. 

Mr. Youncer. In your opinion were there any microfilms of papers 
that pertained to other than the insurance ? 

Mr. SHACKELETTE. Yes, sir. 

Mr. Youncer. And yet when you went up there you were instructed 
to take pictures only on the papers that pertained to insurance? 

Mr. Suackuerre. Yes, sir. 

Mr. Youncer. And yet you admit that your man took pictures of 
papers that did not pertain to insurance. Now where did he get that 
authority ? 

Mr. Suackterre. He didn’t get the authority, sir, and so far as I 
know he didn’t know that he was microfilming documents other than 
insurance. He microfilmed a series of files which were given to him. 
Among those it turned out that there were documents which did not 
pertain to insurance. These documents 

Mr. Youncer. That is quite an interesting summary of your man, 
Corr—that is his name, up in New York? 

Mr. SHackierre. Arthur Corr; yes, sir. 

Mr. Youncer. That he would go in there under instructions to 
photograph only such papers that pertained to insurance, and yet you 
say that he couldn’t tell whether they were pertaining to the insurance 
or not. 

Mr. Suacxterre. The process is a very quick one. You take pieces 
of paper and you move them through a machine. You don’t bother 
to read them. He was getting the whole file microfilmed. 

Mr. Youncer. Well, if he was instructed to take pictures only on 
papers that pertained to insurance, then why didn’t he read and find 
out what he was taking? exh 

Mr. SuHackterre. I assumed he asked Mr. Cremer for certain files. 
Certain files were given to them. He then assumed they pertained 
to insurance, and microfilmed them. 

Mr. Youncer. You assume that? 

Mr. Suacxterre. I assume that. But I would have to make Mr. 
Corr available to the committee. 

Mr. Harpy. I am going to insist that he be made available to the 
committee. 

Mr. Brooks. I would be pleased to meet him, 

By the way, Mr. Shacklette, you just told Mr. Younger that you 
noticed in the microfilm some documents and materials that were 
not pertaining to insurance. 

Mr. SHacktetre. Yes, sir. 

Mr. Brooxs. Now previously you told me if you had taken some 
pictures, microfilms or something that was of a personal nature not 
pertaining to insurance, you would have sent it back to the man. 

Mr. Suacktette. Yes, sir. 

Mr. Brooxs. Have you sent anything back to Mr. Cremer? 

Mr. Suackterre. No, sir. 

Mr. Brooxs. Why not? 

Mr. Suackterre. I also told you that the papers which he describes 
as personal, in my opinion were not. They did not pertain—— 

Mr. Brooxs. That is not answering my question. Stay with me 
on this for a minute. You said that some of the documents and papers, 
materials, that you microfilmed were not pertaining to insurance, 1s 
that right? 
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Mr. Suackterre. That is right. 

Mr. Brooks. Now my next question is; Did you send those docu- 
ments which were not pertaining to insurance—the only subject on 
which you were authorized to go up there and microfilm—did you 
send those documents other than that on insurance back to the man 
from whom you had taken them without authority ? 

Mr. Younger. The films? 

Mr. Brooks. The microfilms. 

Mr. Suacktette. I did not send them back to Mr. Cremer. 

Mr. Brooks. That is what I thought. 

Mr. Harpy. Let me ask a couple of questions. 

Mr. Brooxs. Yes, Mr. Hardy. 

Mr. Harpy. Now, if those documents were considered by Mr. 
Cremer to be personal, and if they were taken over his objection, until 
they are proven to be legally obtainable, then they were illegally 
gotten. Iam making some assumptions in there. 

Mr. SuHackterte. Yes, sir. 

Mr. Harpy. Now if they were illegally secured—and I am asking 
you as a specialist in investigation—what value would they be to the 
Justice Department ? 

Mr. SHacktetre. Well. it is a little hard to follow what you have 
in mind, 

Mr. Harpy. I am only asking you this. I have understood that 
evidence that was illegally obtained was not admissible for prosecution. 

Mr. Suackuerre. I don’t know that we would use it for prosecu- 
tion. It was used for a basis of investigation. 

Mr. Harpy. That isa very fine line, Mr. Shacklette. 

Mr. SuHack.ette. It went to the Criminal Division, and the fact 
that the Criminal Division of the Department of Justice authorized 
the Federal Bureau of Investigation to investigate seemed to me to 
indicate that they must have thought that it warranted investigation, 
as I did. 

Mr. Harpy. That is sort of beside the point. The point I am getting 
at is if you transmitted to the Justice Department for investigation 
information that was illegally obtained, I am not at all sure whether 
you are on sound ground, and I am not at all sure what will come out 
on this thing. 

I haven’t any more questions. 

Mr. Brooks. We want to thank you for coming down. I hope we 
didn’t keep you working late. 

Mr. Harpy. I want to get Mr. Cremer back for a moment. 

Mr. Moss. I would like to suggest at this point, so that we can 
establish whether or not we are going to do it, that Mr. Corr be 
brought before the committee. 

Mr. Brooks. I think it is the consensus of opinion that he should be 
brought before the committee. I think we will try and secure the 
advice and testimony of Mr. Corr. He is with the GSA in New York, 
one of your investigators ? 

Mr. SHackierre. Yes, sir. 

Mr. Brooks. We will notify you as to when we would like to try 
and get it. 

What is Mr. Corr’s full name ? 

Mr. Smackierte. Arthur Corr. 
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Mr. Brooks. Is there anybody here from the Justice Department 
by any chance? Westill haven’t heard from them. My office has not. 
I thought that possibly they might have had some statement as to 
when we could look at that, if we could. 

Could we call you back for just a moment, Mr. Cremer ? 


FURTHER TESTIMONY OF RANDALL CREMER, EXECUTIVE VICE 
PRESIDENT, FREDERICK SNARE CORP., AND PROJECT MANAGER, 
SNARE-MERRITT 


Mr. Harpy. Mr. Chairman, I just had a couple of questions here. 

You heard the testimony of Mr. Shacklette with respect to the man- 
ner in which he was advised. Is it still your testimony that you per- 
sonally called attention to the fact that particular documents which 
were being microfilmed by a representative of GSA were private and 
confidential documents and should not be microfilmed ? 

Mr. Cremer. Yes. 

Mr. Harpy. What was his response ¢ 

Mr. Cremer. He said “Well, I will give you my word these are not 
— go anywhere, but will be locked up. Nobody will ever see 
them. 

He already had taken out a great number of them. 

Mr. Harpy. Was anyone else present during that conversation ? 

Mr. Cremer. I do not believe so. You see, this was in my office 
in the Frederick Snare office, and I had spent most of the day down 
at Trinity Place, which is the Snare-Merritt office, and getting in 
about 3:30, I found that he had been working all day there, unkown 
to anybody else. 

We had thought he was through the day before; wasn’t coming 
back, and he had taken a great mass of stuff. He had worked all 
day there on it. 

Mr. Harpy. And that was without your knowledge or consent? 

Mr. Cremer. That is right. 

Mr. Harpy. Just one other question. 

Now, Mr. Cremer, you heard Mr. Shacklette’s testimony to the 
effect that the material taken from this confidential file contained 
allegations of possible criminal nature. 

Can you identify those ? 

Mr. Cremer. I haven’t the least idea what he is talking about. 
What does that mean? I don’t know what an allegation would be 
that would be of a criminal nature. 

Mr. Harpy. I don’t know what he is talking about, either. But 
you certainly should know what is in those files, and as long as we 
are trying to piece together and get as best we can the accurate 
information, I thought we might be able to get a little help from you 
as to just what he did mean. 

Mr. Cremer. I am sorry. I am as much mystified as you, only 
more so. 

Mr. Harpy. Did you ever write anybody alleging that somebody 
else had done something crooked ? 

Mr. Cremer. No, indeed. 

Mr. Harpy. Do you recall receiving a letter from somebody that 
alleged there was a little crookedness in this proposition ? 

Mr. Cremer. No. 
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Mr. Harpy. That is the assumption I make from Mr. Shacklette’s 
testimony, and maybe I am way off the beam, but I thought you 
could help us. 

Mr. Cremer. I absolutely know nothing about that. As I told you, 
I had no hesitation in opening the files to the gentlemen who came 
in from the Justice Department and helped them out to piece to- 
gether the things that were fragmentary. 

I was satisfied they had everything, and there was nothing in it 
that bothered me. 

Mr. Brooxs. That has been our staff’s attitude all the time. We 
nat looked at everything we could look at. Until we were tired of 
ooking. 

Mr. Harpy. But you didn’t look at the confidential file. 

Mr. Moss. Have we tried to identify the nature of the information 
ae in the file material which you feel has mysteriously disap- 
peared ? 

Mr. Cremer. I don’t think so to date, but most of that was corre- 
spondence between myself and Mr. Gamba in Habana during the 
period of negotiating this contract. That was a long, drawn-out 6 
months, and it is very likely that there were some scurrilous things 
in there said about somebody, some uncomplimentary things. 

I don’t doubt that there were. 

Mr. Harpy. Have you in mind any particular individual you would 
like to be uncomplimentary y about ? 

Mr. Cremer. No. It isn’t that. But an ordinary indivdual, 
writing a letter to a friend—and I was writing Mr. Gamba sim 
to keep him informed—mind you, we had no contract with simply 
we were trying to negotiate a contr act—these were not documents they 
had any right to look at. They were not official documents, nothing 
to do with the provisions of the contract. 

This was all before any contract, and I haven’t any idea what these 
things could be, but there are all kinds of people in the world, and 
every once in a while you say something that isn’t complimentary 
about somebody. Now, I haven’t any idea what it could be, and cer- 
tainly nothing criminal. 

I don’t know of anything criminal in that entire file. 

Mr. Harpy. Since that file isn’t very big, why, it won’t take us 
long to find out what the score is. 

Mr. Cremer. Well, if you had all the material there, yes. 

Mr. Harpy. Well, we will just have to try to make out. Maybe after 
we get that, maybe you can refresh your memory and piece out the 
rest of it. 

Mr. Brooxs. Gentlemen, do you have any further questions? 

Mr. Youncer. Yes. 

Mr. Brooks. Mr. Younger? 

Mr. Youncer. You did not identify, Mr. Cremer, the man who did 
the microfilming in your office. 

Mr. Cremer. Arthur G. Corr. 

Mr. Youncer. And did you call Mr. Corr on the telephone? 

Mr. Cremer. I did after he had gone. I had some misgivings about 
the whole thing. He assured me then that he wouldn’t take any more, 
and he didn’t have any idea of making this public. He said “It is 
going to be locked up in the files and probably nobody will ever 
see it.” 
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In any case, it was not going to be permitted to go out of the GSA. 
He assured me of that. It would remain locked up. 

Mr. Youncer. Then afterwards, you got a little suspicious and 
phoned him ¢ 

Mr. Cremer. Just to make sure I called him a day or so later and 
reminded him of his promise and said I didn’t feel too good about 
it. He had no right to do what he had done, and I would like to get 
them back. He said they have already gone, and you can take my 
assurance that you will never hear from it again. 

Mr. Youncer. When the Department of Justice men were up there 
with these photostat copies and you couldn’t find the originals, and 
you were trying to piece them together, are you confident now that 
the microfilms or the photostats are complete? Are there any docu- 
ments in that file that were not photographed, to your knowledge? 

Mr. Cremer. Well, that is a pretty big question. I have no recol- 
lection on that subject. The Department of Justice had an awful 
lot of material, and a great number of sheets, and I think they had 
about everything, except some of it was not legible. 

Mr. Youncer. I think it is interesting to know whether or not in 
your opinion, even though the originals are gone, that you still have 
the photographs of all of the papers that were in those files, but you 
can’t be sure of that. 

Mr. Cremer. We haven’t any photographs of them. 

Mr. Youncer. The only ones that were up there that you couldn’t 
find the originals for the attorneys is what caused you to believe that 
some of the files had disappeared, wasn’t it? 

Mr. Cremer. Yes. 

Mr. Youncer. They had the photographs of the originals which 
you tried to find, and you couldn’t find them ? 

Mr. Cremer. They should have everything. 

Mr. Youncer. So they should have all of them, and you could prob- 
ably look over those and refresh your memory to find out whether or 
not there are any originals other than those that were photographed. 
It would be pretty hard to do, would it? 

Mr. Cremer. I wouldn’t want to guarantee. I would do the best 
I could, but a lot of paper is involved, and it is all a year and a half 
old now; astale subject. 

Mr. Younger. Well, it is not very stale. It is still a live subject. 

Mr. Harpy. Mr. Cremer, what kind of diary do you keep? 

Mr. Cremer. I don’t keep a diary. 

Mr. Harpy. Do you keep a daily record of telephone conversations ? 

Mr. Cremer. I usually keep those and charge them in at the end of 
the month. I got in the habit of that on the GSA work where they 
require you to state what you called about. 

Mr. Harpy. Did the representatives of GSA photostat such a 
record ? 

Mr. Cremer. Well, that I don’t know. TI don’t believe so. 

Mr. Harpy. You have no knowledge of their having photostated any 
such record ? 

Mr. Cremer. I have no knowledge of it: no. I don’t believe so. 

Mr. Harpy. That is all. 

Mr. Brooxs. I want to thank you very much, Mr. Cremer, and your 
counsel, Mr. Bonsal, for appearing with us. 

Mr. Bonsau. Thank you. 








nd 


nd 
ut 
ret. 
ny 


re 
nd 
rat 
‘u- 


ol- 
Ful 
ad 


ve 
ou 


n’t 
at 


If 


ur 


GOVERNMENT NICKEL PLANT AT NICARO, CUBA 021 


Mr. Brooks. I would like to state at this point in the record that 
the report of this subcommittee when it is written will be based on the 
complete sworn testimony and the documented evidence that we will 
have received. 

It is my understanding that the interested parties have had an op- 
portunity to examine the official transcripts of former hearings and 
a record of today’s testimony will be released as soon as the members 
have had a chance to check it over. 

I would like to point out that we now intend to make every effort 
to go over these files of yours, sir; if possible to get them from the 
FBI, and from the Justice Department. 

We will make an effort to call Mr. Corr at the earliest time we can 
get together with the subcommittee, and so we will recess now until 
further call of the chairman. 

Before we adjourn, I will make a part of the record two letters, one 
from Mr. Cremer to Mr. Gamba dated August 5, 1954, and another 
from Mr. Gamba to Mr. Cremer dated October 11, 1954. 

(The letters referred to follow :) 

AvuGustT 5, 1954. 
To: Mr. Manuel Gamba, Habana. 
From: Mr. Randall Cremer, New York. 
Subject : Nicaro expansion. 

DEAR MANOLO: We have your letter of August 3 on the subject of compensation 
insurance on the labor at Nicaro and purchase of cement for that job. We will 
certainly have to get together on the matter of insurance and bond, which have 
now been made more complicated since the advent of Merritt-Chapman to the 
picture. 

I have told them something about this situation and they are thinking it over. 
As for the insurance on Cuban labor, I think they will be willing to leave that 
problem to us as it actually will concern them very little, although they started by 
stating that since the job is divided 50-50, they should have the placing of 50 
percent of the insurance and bond. 

Of course, this does not make very good sense since we are both in the same 
boat as regards the political angle, et cetera, so I think that part will not turn 
out to be as bad as it sounded. 

As to the choice between Fianzas and La Alianza, you will have to be the one 
to decide. I think at this end they will be more interested in picking the broker, 
so unless Mr. Godoy makes too much of a fuss in Washington, I would expect them 
to look to us to decide on the Cuban end of the business. 

It is too bad the Cuban company does not want to furnish our cement. We will 
canvass the market here and San Juan as well. I am surprised that Mr. Thomp- 
son has not referred the matter to Lone Star in New York, but, of course, we will 
be glad to take it up with them ourselves. 

Would not Scott Thompson be willing to underwrite us for a carload or two as 
necessary, through the life of the job? It would be nice to have that protection 
since whatever we do, there is ilkely to be an occasional shortage and the ad- 
vantage of the rail shipment direct to the job looks inviting. 

Sincerely, 


Vice President. 


FREDERICK SNARE Corp., 
Habana, Cuba, October 11, 1954. 
Interoffice letter to: Mr. Randall Cremer, Vice President 
From : Mr. Manuel Gamba, Vice President 
Subject: C No. 1800—workmen’s compensation insurance. (Please refer to one 
subject only.) 

DEAR RANDALL: Receipt is acknowledged of yours of October 9 explaining 
the objections of Merritt-Chapman & Scott to the procedure we have arranged 
for obtaining bids on the workmen’s compensation insurance. 
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We have taken good note of the two new companies to add to our list of bidders, 
namely, the Insurance Company of North America, 99 John Street, New York, 
and the North American International Underwriters Corp., 102 Maiden Lane, 
New York. These are American companies and we suppose they are legally rep- 
resented in Cuba to be able to issue the Cuban insurance. The Trust Company 
of Cuba represents in this country the Assurance Company, Ltd., Aguiar No. 362, 
Habana, and the Employers Liability Assurance Corporation, Ltd., Aguiar No. 
362, Habana, and they would also like to be given the opportunity to bid, which we 
think they have a right to do; we will keep them in the list unless we hear from 
you to the contrary. 

I see from the copy of Mr. Purdy’s letter to you of October 6 that he would like 
to have a free hand to place one-half of the insurance leaving the other half 
to us, but I think that this is not a very good method to follow because the 
whole insurance must be covered by one company or group of underwriters. It 
might be easier and possible, however, to have their broker and our broker, say, 
Flynn, Harrison & Conroy, work jointly in this matter and place the insurance 
with one company or group of companies. The permanent coverage is not so 
urgent because, as you mention, we have the necessary temporary coverage placed 
with Companio Cuban, de Fianzas giving Snare-Merritt adequate protection. 
However, we are subject at this and to tremendous pressure from the different 
competitors, and I will feel very happy the day this insurance matter is settled, 
and I sincerely hope you will find a solution to this problem in the near future. 

We have taken good note of the suggestion made by Mr. Guttenheim that we 
should reserve the right to name our own broker or brokers, and in this respect 
I have already written to you that our Cuban broker, Porfirio Franca, would be 
only too glad to split the commission with an American broker in whatever pro- 
portion we may suggest. 

The name of the person listed in blank in the suggested draft is not that of 
the person to receive this bid; it is the name of the person that will answer any 
questions raised with regard to this insurance in Cuba and in the United States. 
It occurs to me now that in order to avoid loss of time we should name one 
person in Cuba and another in the United States, and if we decide to let their 
brokers and ours handle this matter their names should be mentioned in this 
paragraph. 

Sincerely yours, 
(Signed) MAaNnvuet GAMBA. 


Mr. Brooxs. We will adjourn at this time. 
(Whereupon, at 5:35 p. m., the subcommittee adjourned, subject to 
the call of the Chair. ) 


Xx 
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